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for the Farmer 


described by 


= Alexander H. Legge 


Chairman of the Federal Farm Board 
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An Economic Necessity 


Today any endeavor to maintain social and business 
contacts without the facility of the automobile proves 
almost futile. Improvements in design and work- 
manship and the economies of mass production have 
brought this important modern convenience within 
the range of everyone and it has been made adaptable 
for every type of enterprise. 


Automobiles contribute greatly to the hazards with 
which business is confronted and which aggregate to 
tremendous proportions. In guaranteeing security 
against these risks, insurance becomes an economic 
necessity. It protects not only property and credit but 
is the basis for the confidence upon which successful 
business is conducted. 
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Your broker will be glad 
to co-operate in obtaining 
Globe & Rutgers policies, 
which will give you the 
fullest measure of protec- 
tion. You will do well to 
consider the hazards to 
which your customers are 
subject and urge similar 
protection for them, that 
the goods on their shelves 
and the receivables on 
your books may be kept 
secure. 


Assets in excess of 
$100,000,000 


Surplus to Policyholders 
$44,985,678 


Globe & Rutgers 
Fire Insurance Company 
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- { - IRCRAFT have arrived and will continue 
t ake j ot to arrive,—some unexpectedly. No fence, 
: = however high, can afford protection against 


= 


property damage by aircraft. 


It is the old story of Protection vs.. Indemnity. 
Just as with other hazards of our times, after all 
reasonable care and foresight are exercised, in- 
surance against loss is a sound investment. In- 
surance pays dividends in peace of mind no less 
than indemnity when loss occurs. 


Insurance against property damage loss by 
8 z 1) i tm.) ! aircraft and motor vehicle is a timely coverage. 


UEEN INSURANCE (CoO. 
OF AMERICA 


Incorporated in New York State 1891. Capital $5,000,000 


. W 
ny Fire Marine Earthquake Sprinkler Leakage Explosion Tornado Automobile 
| Tourist Aircraft Property Damage Registered Mail Riot and Civil Commotion 
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ANDELMAN, MAX, formerly 20 Tucker St., 518 Hamilton Ave. and at the foot of 1h 
resses ante Dorchester District, Boston. nae in whole- Brooklyn, in the ship building game, 


sale business of meat product was located in Jersey City, fe 






































a 
aie .. AUCTION BRIDGE MAGAZINE, INC., former- _City their dock frontage. “na ray 
is column is read by some Credit ly at 19 W. 44th St., N. Y. HOLLENDER, PH., Hardware dealer, {o 
Managers before any other feature of the BASCH, SAMUEL, formerly operated under the ‘ Seeiahet Ave., jocoey City. 
magazine. Any member of the National {19 Bway, a Muth’ St Chicago tas “crue 
Association of Credit Men can have names BLANCHARD, W. B., formerly 22 Union Ave., for some time. 
listed herein. He has only to send the Norwalk, Coan. eee oe serenely: ©: Seat ae 
: : : DODD, JOHN CARROLL, formerly 6208 Wake- , 0) hia. 

names to the secretary of his local Associa- field Ave., Cleveland. ECHT, CARL, Western Rug — 


tion of Credit Men or to S. Ardron, Jr, DRY GOODS SYNDICATE OF AMERICA, for- geek Set Bar &. Coctenesl 


‘ y HALL, J. C., operated a serv ’ 
Credit Protection Department, N. A.C. M., merly 1123 B’way, N as Alpha and Nichols, in Waycross, me 


ELSTNER, J. C., cies of Greenville Mat- McKEY, S. E., D.D.S., formerly 505 
One Park Ave., New York. Members are isess Ub. Gineswtie, EC. a Ave., Clinton,’ Okla. . 
requested to mention the line of business FULL, PETER J., formerly 7212 So. Morgan MeMAHON, WALTER J., is or was em 







































. ; , by Noma ‘Electric Co., 340 Hudson St, § 
as well as the last known address. scale tea ie Wis adeceree) 2d address is 30 Charlton St., N'Y y | 
ALPHA AWNING CO., East End Trust Bldg., Now thought to be in Chicago. F ‘ae eee 

Pittsburgh. (Individual Proprietors Harry "FE 









GLAUBITZ, BRUNO J. (DR.), formerly 1418 
Phtstareh.} a Serene: eee, Washington Ave., Racine, Wis. Believed to merly 314 Industrial Bldg., 220 Devonshire § 


. be in Chicago at See Boston. Commercial Trust Bldg., Buffalo, 9 
ea pea CORP., formerly 4216 First HEENEY, JOHN B., a. Sparrow Hill Auto Madison Sq. Bldg., 123 W. Madison St., Chi. 
ve., Brooklyn. 
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Supply, formerly S199. Hudson Blvd., Jersey cago, 222 Liberty Bldg., New Haven, 
AMERICAN VETERINARY & SUPPLY CO., City. Disappeared a number of years ago. Be- Abbott Bldg., Phila. 
formerly 231 Atlantic Ave., Brooklyn. fore engaging in the above line, was located at PAGE, GEORGE B., formerly of Sw 









Texas, operating Sunbeam Electric Co. Can¢ 
to Texas from Enid, Okla., where he was i 
the electric business. 
PERLMUTTER, I., 62 Hancock St., Dongs 
Hills, Staten island. 
PICADILLY PHARMACY, E. 17th St. ay 
Kings Highway, Brooklyn. 
POUNTNEY, HERBERT E., formerly 255 S«. 
ond St., Elizabeth, N. J. Now supposed to 
erating a roadhouse someones on L. | 
ELL, ae = formerly 1540 N. 6th &, 


























ace t. H., formeri Brew 
ormerly operating 
Garage, Peapacie, N. J. 


. , I ‘ GERS, WM. A., formerly 234 Martine Ave, 
Ser V 1ce hat ROXYKOLD PRODUCTS CORP., 


formerly 

Humbolt St., Brooklyn a 

SALTER, JENNIE SEAY Caen, formerly 12H) 
No. 25th St., Birmingham, Ala. 


Follows ShiFeeETTE, Ri Notrmer as Onank 


STRONG. T. £., doing business as Acme Drapery 
A Shade Co., 225 W. Prairie Ave., Decatur, 


SULLIVAN, PETER J., Anna_ Banks Coffe! 
TOU Shop Co., 26 Division St., New Rochelle, WN. Y. 
SUNBEAM RADIO SALES CO., formerly 1s 






















sennway, N. Y. Operated by party name 
oom. 
TUCKER & GALE, formerly 1240 Bush St., Sa 
Francisco. 
VAREY, JAS., formerly 2524 So. Halsted St, 
D inst bills of lad WELLS. ERNEST, { ly in busi 
S ins 1 or iad- ° » formerly in business on 
RAFT aga . Main St., Smithtown a L. 1. Left for 
































i -of- Florida about 
ing,sent to theOut of. Town = FO: TER. | formerly Manhattan, 
Office of the Irving Trust WITTE, J. A., formerly epecating as the Hom 


Bakery, Cherryvale, Kans. 
moved to San Antonio, ea 


nderstand has 














Company, are closely followed 
through every step until the 
Irving Trust Company Building < ‘ 
now being erected at money is collected. This 
One Wall Siren, Mow York Company’s car tracing ser- 
vice automatically follows up goods shipped under 
arrival drafts, if not delivered on schedule. 










Squaring Things Up 
HE following letters exchanged 
between a creditor and debtor 
illustrate the audacity or ignoramt 
that the credit manager sometime 
has to face. 
This is a letter from creditor t 
debtor : 
Dear Sir: 

We thank you for your check 
for $617.90 attached to your 
statement for $627.25. We 
would appreciate it if you would 
advise what this deduction of 
$9.35 covered. 

Yours very truly, 
The letter following is the debtor’ 
answer : 
Dear Sir: 

I received your letter of July 
24th which you will find enclosed 
which relates to the reduction 
this deduction of $9.35 was 
taken off when I sent my check, 
so that squares that up. 

Yours, 


























In this way losses on perishables are often prevent- 
ed, and payment of drafts is expedited. Customers are 
not involved in disputes and receive their remittances 


promptly. 
The same care and attention is given by this Com- 
pany to all domestic and foreign transactions. Every 


item of out-of-town business is followed through in 
the best interests of the customer. 







































IRVING TRUST COMPANY 
Out-of-Town Office— Woolworth Building 


New York 
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That question, by a Glens Falls Insurance 
Agent, bothered Lew Graham more than 
he was willing to admit. 


Graham owned the Graham Department 
Store. The local paper had reported that 
he was doubling the size of his building. 
That was true. But his expansion program 
was being carried on from profits, and he 
realized he would be in a serious position 
financially if they were cut off for even one 
month. His credit standing locally, and 
with his out-of-town wholesalers, would 
be in jeopardy. 


A Use and Occupancy policy solved the 


CREDIT MONTHLY 


“If your profits should be cut off for three months 
how would it affect your business?” 


vital problem that confronted this depart- 
ment store owner. 


This coverage—important alike to manu- 
facturers and merchants; to big business 
men and to little ones—pays profits, taxes 
and other overhead during a suspension of 
business resulting from fire, tornado, ex- 
plosion, sprinkler leakage, or other speci- 
fied cause. | 


Use and Occupancy is a boon to every busi- 
ness; the salvation of the profit account in 
case of catastrophe. See your Glens Falls 
Agent today and let him explain how this 
insurance operates. 








CHICAGO BRANCH OFFICE 
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Marketwise 

Ig THERE ANY business man whose daily task calls for more ac- 
curate sizing up of future probabilities, shrewder analysis of facts, 
more realistic thinking than the credit executive? 

Then, is it not reasonable to hope that “if, when and as” the 
stock market as a whole declines, it may be found that those who 
have demonstrated the greatest foresight and self control are 
members of the profession of Credit? 


Six Months of Hoover 


EVEN NEWSPAPERs that supported Governor Smith for the Presi- 
dency have commended President Hoover for what he has ac- 
complished during the first six months of his administration. 
It is noteworthy that half of his principal official acts since he 
became President bear directly upon business. 
| He appointed a strong commission of citizens to investigate 
the prevailing lawlessness and recommended remedies. He called 
an extra session of Congress which is considering the far-reach- 
ing problem of tariff revision and which passed a farm relief 
| bill from which was eliminated the proposed farm export de- 
| benture plan. He appointed a distinguished and acceptable farm 
| board to administer the farm relief act. (Chairman Legge of this 
| Board describes its functions elsewhere in this issue of the Creprr 
MonTtHLy). He directed that public hearings should be held 
| in appeals for tax refunds when the amount involved exceeded 
$20,000. He has announced the names of those who supported 
| each nomination to federal office. 
| For decades there has been a recurring demand for a business 
| man in the White House. There is one there now. 


Advice to Debtors 


AT LEAST ONE CREDIT MANAGER, in counselling debtor merchants 
to stay within their incomes, quotes the old comparison of misery 
and happiness originated by Dickens’ famous character, Mr. 
Micawber. Here are the exact words from “David Copperfield” : 
“ “My other piece of advice, Copperfield,’ said Mr. Micawber, 
‘you know. Annual income twenty pounds, annual expenditure 
nineteen six, result happiness. Annual income twenty pounds, 
annual expenditure twenty pounds ought and six, result misery. 
The blossom is blighted, the leaf is withered, the god of day goes 
down upon the dreary scene, and—and, in short, you are forever 
floored.’ ” 


Big Business Picks A Credit Manager 

AN ADVERTISEMENT in the August Crepir MonTHLY anrlounced 
that one of America’s greatest corporations, selling to a special 
class of retail outlets, wanted the best credit manager obtainable. 
The man was to be sales-minded in his dealing with credits and 
to have had wide experience in aiding his sales department to 
belp weak credit risks grow strong through proper development 
of sellmg and financing. The announcement, which did not re- 
veal the identity of the company, went on to say: 
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“The man selected will probably be in his thirties or early 
forties, energetic, healthy, able to co-operate with others, pos- 
sessing a clean-cut record of accomplishment, and eager to tackle 
the handling of credits for sales of $100,000,000 annually. The 
salary will be commensurate with the job. The company ad- 
vertising is launching an aggressive expansion policy.” 

The credit fraternity observes in this advertisement, published 
in its own magazine, that big business has a clear conception of 
the modern credit manager. The company selected the man it 
wanted from sixty-five exceptionally well qualified candidates. 
The individual and the company, as yet unidentified, have the 
good wishes of all who believe in the importance of the credit 
profession. 





At a Nominal Cost 


EvEN IF YOUR HOME TOWN newspaper contains only entertain- 
ment and local news, by all means read it. But—remember that 
a few dollars will buy a year’s subscription to one of the great 
dailies whose resources enable it to bring to you useful, accurate 
commercial news that would cost you thousands of dollars to 
assemble. 

If you enjoy good fiction magazines, by all means read them. 
But—remember that (beside your trade paper) far more than 
your money’s worth is offered you, as a business man, thirteen 
times a year by “Nation’s Business” and fifty-two times a year 
by “The Business Week”. 


From: To: Subject: 


Many AMERICAN business men who had the privilege of being in 
uniform in 1917-1918 believed that the military form of corres- 
pondence would take root in American business. Few business 
letters today, however, are in military form except communica- 
tions within an organization. We are still beginning our letters: 
“My dear Mr. Smith,” and winding up with such phrases as: 
“Hoping that the above information will serve your purpose, we 
are, Very truly yours,” etc. 

In the more important matters of business administration, how- 
ever, the influence of army training has undoubtedly had its 
effect, and we have an opinion expressed by no less an authority 
than Secretary of War James W. Good, in his interview in this 
issue of the Crepir MoNnTHLyY, that: 

“The greater part of this country’s business success since the 
war has beer because so many of our executives went through 
army training. The army is one of the greatest administrative 
schools in the country. Today we find presidents of universities, 
railroads, banks and business and industrial enterprises who are 
army educated. Every business man cannot get direct army 
training but he can at least study army organization and develop 
his administrative ability to a remarkable degree.” 
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TO INSURANCE BUYERS 


AMERICA FORE 


The “America Fore” Insurance Companies 
submit the following figures taken from the January 
1, 1929 statments of the companies now comprising 





the Group: 
Total Assets - - - - $255,226,549 
Total Liabilities - - - 125,378,834 
Total Capital - - - - 37,000,000 
Total Policyholders Surplus 129,847,715 
ee Total Fire Premiums - - 66,214,179 
Total Casualty Premiums - 26,033,408 
Total All Premiums - - 92,247,587 "7 
With the acquisition by the Continental and vita 
Fidelity-Phenix, of the Fidelity & Casualty Company, buil 
the Niagara Fire Insurance Company, and the of 


Maryland Insurance Company, “America Fore” be- a 
comes the greatest Fire and Casualty Insurance me 
group in the world today. pos 
Buyers of “America Fore” Insurance policies fi 

will now enjoy unprecedented benefits in the way the 
of greatly enlarged underwriting capacity and of fi- is 
nancial strength back of their policies unequaled in Z 
the history of fire and casualty insurance. ho 
pe 

pe 
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THE CONTINENTAL INSURANCE COMPANY OF NEW YORK 
FIDELITY-PHENIX FIRE INSURANCE COMPANY OF NEW YORK 
NIAGARA FIRE INSURANCE COMPANY OF NEW YORK 
AMERICAN EAGLE FIRE INSURANCE COMPANY OF NEW YORK 
FIRST AMERICAN FIRE INSURANCE COMPANY OF NEW YORK 
MARYLAND INSURANCE COMPANY OF DELAWARE 
AMERICA FORE )srFipetity AND CASUALTY COMPANY OF NEW YORK 
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© Harris & Ewing. 


HE economic and industrial 
phenomena of today are di- 
rectly dependent upon the 
vital force of credit. All business is 
built upon the principle of exchange 
of goods. Through credit facilities 
modern large-scale production, with 
its aggregation of finances, equip- 
ment and machinery, is rendered 
possible. Labor conditions, large- 
sale production and the processes of 
distribution are interdependent with 
the mechanism of credits. 

Every extension of credit involves 
an advance of funds or purchasing 
power in some form. Thus, bond- 
holders and stockholders of a cor- 
poration advance funds to the com- 
pany; the company in turn purchases 
equipment and serv- 
lees, which are put 
to productive pur- 
poses, creating addi- 
tional commodities 
that are to be ex- 
changed. This cycle 
might be continued 
ad, infinitum. 
Through the accum- 
ulation of funds the 
extension of credit 
is made possible and 
credit in turn facili- 
tates production and 
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lf Billion Dollar 
Credit Fund 


distribution on the large scale which 
characterizes our modern business 
system. 

A revolving credit fund of $500,- 
000,000, one of the largest unit credit 
funds ever created in economic and 
financial history, has been authorized 
by Congress to promote the effective 
merchandising of agricultural com- 
modities in interstate and foreign 
commerce, so that the industry of 
agriculture will be placed on a basis 
of economic equality with other in- 
dustries, and to that end to protect 
and stabilize the currents of inter- 
state and foreign commerce in the 
marketing of agricultural commodi- 
ties and their food products. 

The administration of this $500,- 
000,000 fund will be one of the great- 
est credit undertakings in economic 
history. All loans from this fund 
will be made to co-operative associa- 
tions. The act does not provide for 
loans to individual farmers. 

The congressional act establishing 
the Federal Farm Board makes cer- 


Courtesy, International Harvester Co. 


On farms, as in factories, machines can now work 24 hours a day. 


For the Farmer 


described for the Crepir MontTHLy 
by the Chairman of the 
Federal Farm Board 


Alexander H. Legge 








tain provisions regarding loans to co- 
operative associations. The loans 
may be used to promote the effective 
merchandising of agricultural com- 
modities; for the construction or ac- 
quisition by purchase or lease of 
physical marketing facilities for pre- 
paring, handling, processing, or mer- 
chandising agricultural commodities ; 
increasing the membership of the co- 
operative association by educating the 
producers in the advantage of co- 
operative marketing, and for the for- 
mation of clearing house associations. 


Credit Risk 


Every co-operative association will 
be judged as to the credit risk in- 
volved. The officials who pass upon 
loans to the co-operatives will be 
faced with problems and questions 
not unlike those met by the commer- 
cial and bank credit manager. In the 
first place, no loan will be made to 
any association unless, in the judg- 
ment of the Board, the loan is in 
furtherance of the policy of promot- 
ing effective mer- 
chandising of agri- 
cultural commodi- 
ties and food prod- 
ucts. The co-opera- 
tive association ap- 
plying for the loan 
must have an organ- 
ization, management 
and business policies 
of such character as 
to insure the reason- 
able safety of the 
loan. It will be rec- 
ognized immediately 
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that the soundest credit policies will 












upon the reasonableness of the pur- is disposed. 










price or rent. The purpose is to pre- evident. 
serve as much credit liquidity as pos- 
sible. 

These considerations virtually 
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Courtesy, N. Y. Herald-Tribune. 
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tive, profitable marketing. Markets 
guide all loans made by the Federal are made, to a considerable extent, 
Farm Board. by. the process of bargaining. The 

Loans for the construction or ac- influence of any trader in a market 
quisition by purchase or lease of depends largely upon the volume of 
physical facilities shall also be sub- business he has to transact, whether 
ject to certain limitations. For ex- he is the seller or the buyer. We may 
ample, no loan shall be made for the say that if 100,000 farmers central- 
construction or purchase of such fa- ize the marketing of their products 
cilities in an amount in excess of 80 in the same way, such an agency at 
per cent. of the value of the facili- once becomes a powerful factor in 
ties to be constructed, leased or pur- establishing rules, regulations and 
chased. The board will also pass conditions:under which its production 
In the United States 
chase or rent price. No loan for the today we have the highly unbalanced 
construction of facilities will be made situation of more than 6,500,000 sell- 
unless it is found that suitable exist- ers and a relatively small number of 
ing facilities are not available for buyers. The extreme economic dis- 
purchase or lease at a reasonable advantage of the farmer is at once 


Farmers’ Co-operatives 


cover the stipulations imposed upon At the present time about one- 
the Board in the administration of third of the farmers in the United 
this gigantic credit fund. The details States are members of 12,500 co-op- 
and methods of procedure are discre- ¢rtatives. The Federal Farm Board 
tionary to the power of the board and 1 pursuing its major policy of ex- 
will gradually be worked out in con- panding and strengthening the co- 
formity with experience and in keep- Operative movement will endeavor to 
ing with the best accepted and proven bring about an influx of farmers into 
credit policies. co-operative associations. 

The major policy of the Board will Farmers’ co-operative associations 
be the expansion and strengthening are more than mere distribution 
of the co-operative movement in ag- agencies. They serve to link the 
riculture. The basic objective of the farmer with his market. 
Agricultural Marketing Act is effec- who is not a member of an organiza- 


All they 
need is 
somet bing 
to carry 
it in, 
says 


“Ding” 


The farmer 
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tion that markets his products: ang 
who does not come into contact with 
marketing problems has little or go 
conception of the kind, quality ang 
quantity of farm product which th 
market demands. Under the 
erative system, the farmer usually me 
ceives market premiums for prog 
ucts of high quality. Hence, 
member of a co-operative sero 
has an economic motive for improy 
ing his production practices whith 
other farmers do not have. 

The co-operative movement has 
been economically sound and condi 
cive to real progress. The lack of 
credit facilities and resulting! ade 
quate finances has been one of the 
handicaps of the co-operative move 
ment. The $500,000,000 credit fand 
has been established to eliminate this 
obstruction. Care must be taken, 
however, that the co-operative moye- 
ment is not weakened and a lange 
financial burden imposed upon it by 
unsound investments. Money bor 
rowed from the Board must be used 
wisely and frugally under the spe 
cifications that have been described. 
It is expected that the farmers’ or 
ganizations will drive hard business 
bargains, keeping in mind always 
their responsibility to safeguard the 
investments of their members and 
provide economical and efficient mar- 
keting facilities. 

One of the main purposes for the 
creation of the Federal Farm Board 
is for action in emergency, or s0- 
called distress situations, in agricul- 
ture. The Board will of course give 
its attention to problems of distress 
nature, but through its administrative 
functions a more permanent cure is 
sought. It might be possible to cure 
the symptoms many times but there 
would be no guarantee that the dis- 
ease would not recur. Therefore, the 
basic objective is to effect a perma- 
nent cure that will definitely prevent 
the recurrence o: distress situations. 

In seeking to place the agricultural 
industry on a basis of economic 
equality with other industries Con- 
gress set forth certain very definite 
policies to be followed. It directed 
that speculation be minimized; that 
inefficient and wasteful methods of 
distribution be prevented; that 
through orderly production and 
distribution, surpluses in an agricul- 
tural commodity be prevented and 
controlled, in order to maintain ad- 
vantageous domestic markets and 
prevent such surpluses from causing 
undue, excessive fluctuations and de- 
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Courtesy, International Harvester Co. 


This 16-foot harvester-thresher can cover 57 acres of wheat in 


pressions in prices for the commod- 
ity. 

By preventing fluctuations, ineffi- 
ciencies and wasteful methods of dis- 
tribution, and minimizing speculation, 
farmers should be given a better re- 
turn for their commodities without 
consequent injury to consumers. 

The price insurance feature of 
the Act provides for the insurance 
of co-operative associations against 
loss through price decline in the agri- 
cultural commodity handled by the 
associations and produced by their 
members. Price insurance agree- 
ments will not be entered into unless 
in the judgment of the Board cover- 
age is not available from private 
agencies at reasonable rates, unless 
the commodity is regularly bought 
and sold in the market in sufficient 
volume to establish a recognized 
basic price for the market grades of 
the commodity and unless in connec- 
tion with a specific commodity there 
is available market information that 
will afford an accurate record of pre- 


vailing prices for the commodity 
covering a period of years of suff- 
cient length to serve as a basis to cal- 
culate the risk and fix the premium 
for the insurance. 

These major provisions and plans 
that have been described are formu- 
lated to combat the weakness of the 
agricultural system. This brings us 
to the question: Why has agriculture, 
as an industry, not been keeping 
pace with other industries in the gen- 
eral progress of the country? In my 
opinion the answer is that agriculture 
has operated as an individual enter- 
prise while there has been organized 
effort in other industries—individual 
action and planning as compared with 
collective thinking and acting. Much 
of the effort and large sums of money 
that have been spent in the past try- 
ing to improve agriculture have been 
expended toward improvements in 
methods of production. There has 
not been the proper correlation of 
production -with marketing and dis- 
tribution. 


a 10-hour day. 


It is the purpose of the Federal 
Farm Board to. put business and 
economic principles, into the agricul- 
tural system. In fhis the Board is 
faced with a long-time, constructive 
program, and not merely a program 
for dealing with distress and emer- 
gencies. Efforts cannot be confined 
to dealing with distress situations or 
there will be little time to remove the 
causes of distress, which are really 
the permanent solution of the situa- 
tion. In its main purpose of co-ordi- 
nating the forces of supply and de- 
mand, the Board must advance with 
caution. There is always the danger 
of increasing and aggravating diffi- 
culties by unwise and premature ac- 
tion. There have been supplied the 
all-important credit facilities that the 
co-operative movement has needed, 
and under the regulations of the Ag- 
ricultural Marketing Act the Federal 
Farm Board can progress with its 
program only by helping the farmer 
to help himself. 





‘Every farmer in Oklahoma has a picture of the new Farm Board bung 
right on their wall, in between the two mortgages,” Will Rogers reports 
from his home State. 
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Without credit, no industry can 
thrive, and credit is seldom safe 
without fire insurance. William 
Gregg, writer of this article, 
says this applies especially to 






EFORE the successful trans- 
B atlantic flights of Lindbergh 

and Chamberlain in_ the 
Spring of 1927, aviation had received 
relatively little attention from the 
public in general. Commercial avia- 
tion was a phrase that sounded well 
and was a topic for interesting dis- 
cussions rather than an established 
fact. The development and expan- 
sion during the brief period which 
has elapsed since these historic 
flights, however, have greatly ex- 
ceeded the fondest hopes and expec- 
tations of those who had previously 
been interested in the promotion of 
commercial aviation in this country. 
Almost literally over night-a new in- 
dustry of first-class importance was 
brought into being. 

The Federal Government has had 
no small part in this development. 
The aeronautics branch of the De- 
partment of Commerce, under the 
wise and efficient guidance of expe- 
rienced executives, is devoted to the 
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Our Young Giant 





fostering and advancement of this 
new industry. The National Advis- 
ory Committee on Aeronautics, an- 
other federal agency, has also played 
an important part, and all this has 
been supplemented by the powerful 
efforts of the new industry itself 
through its research laboratories and 
plants and the Aeronautics Chamber 
of Commerce. Some idea of the 
rapid development .that has taken 
place may be gained from the De- 
partment of Commerce figures, which 
indicate approximately 1,000 muni- 
cipal airports in various stages of 
construction during the past year. 
The Post Office Department pi- 
oneered in developing air service on 
a regular schedule. When the air 
mail was first instituted, government 
aviators and machines were used and 
government experts mapped out the 
best routes after many experimental 
flights. In perfecting the mail serv- 
ice every effort was made to develop 
speed and dependability. When 


Progress of American Aviation, 1926-1929 


Dec. 31 
Air Transport 1926 
INN ID 5 cits os binds bub ban ails nov Gh 6 tn dono oie 4,318,087 
Airplane miles flown daily average 11,830 
ge a eta len as sewabocbosenseccessess 8,404 
oS as Hubble's Gad Sus ove 2,041 
Se Me i hs 5 oc nema bec sdnstleicedesetes 5,782 
NN a 1,733,090 
EN Soo, Sos. te cccenctenesemencatove 810,855 
Naseniien-o8 tramapert Operators... ...... 0... ccsccisncnscccesees 14 
Nn Oe iin, ces pindbbhesnccnamontocsve 69 
Miscellaneous 

Airplane miles flown (not including airway operation) .......... 18,746,640 
BEI RON COIR os aio os once ccc cn ccsccncsverccedsses’ = 
Student permits issued or pending...............0--.eeeeeeeee — 
BS NOE IIE oa inn cone nc ceccvccedoedics.cvebece a 
ce ee — 
Private and commercial airports ..................-.2-0eee0ee — 
CME 5 oo... abdabsdeccbassscvcsatesere 92 
I eo a sin ninbiabeawiue bs spslse'decses'e — 
I IS hole eta ceessecbecse — 
Radio commumication stations. ..............2..cceseeecccceees 17 
Weather Bureau airway stations.....................0eeeeee 12 
as Ge I bas cb crocs nc opr bccwss sees. $8,871,027 
Total value, air products produced.............-...2eeeeeeeees $17,694,905 
Concerns engaged in air industry:..................-0eee-005- 
SR EE caibo > sbacos0speccek>>ossecccebpses = 
Approved models, airplane engines ................20eeeseeee — 
IE EDD sab conosco sceun Vie) chbbiehb ae spdkanes bonus 175 


The Aircraft Industry 
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thoroughly established the govern. 
ment turned the new enterprise over 
to private business, which developed 
the industry still further. Great 
strides are now being made in carry- 
ing mail and freight. 

The army and navy have done 
much to develop the airplane indus- 
try. Not only have they experi- 
mented with the ships themselves 
but with various equipment, includ- 
ing beacon lights. Special flights 
have been conducted, almost always 
with successful results that have 
pointed the way to airplane develop- 
ment. The experiments were under- 
taken to determine the efficiency of 
the airplane as a weapon of war bit 
the industry as a whole has bene 
fited. 

The newest phase of the progress 
made in the industry has been in con- 
junction with railroads. Several of 
the larger roads have instituted a 
combined rail-air service, by which 
passengers can cross the continent 








Dec. 31 Dec. 31 July 1, '29 
1927 1928 estimated 
5,870,489 9,888,307 8,000,000 
16,083 26, 70,000 
9,121 16,667 30,000 
4,468 6,988 10,000 
8,679 33,414 40,000 
2,263,580 1,847,836 1,200,000 
1,654,165 4,061,210 3,400,000 
19 37 45 
128 268 400 
30,000,000 60,000,000 _— 
3,242 5,605 6,835 
545 9,983 9,606 
2,299 4,156 5,204 
851 2,164 2,045 
263 391 410 
134 210 282 
240 412 420 
422 921 1,035 
19 29 34 
23 95 125 
$14,504,999 $43,812,318 — 
$21,161,853 $64,652,491 — 
900 ,400 1,950 

21 96 

— 13 

375 475 


y 


Overn- 
© Over 
eloped 

Great 
Carry- 


- done 
indus- 
selves 
inelud- 
flights 
always 

have 
-velop- 
under- 
ncy of 
ar but 
bene: 


‘ogress 
in con- 
ral of 
ted a 
which 
itinent 


SHSSSSSSSER 


OCTOBER, 1929 


From “Urbanisme’’, Pub. by G. Crés & Cie., Paris. 


‘he landing field is the centre of the Future City, as conceived by the eminent French architect, Le Corbusier 


speedily and yet in comfort, traveling 
by train at night and flying by day- 
light. For still greater speed, some 
of the large transport planes provide 
comfortable sleeping compartments 
and fly at night. 

A canvass of the manufacturers 
and operators recently completed by 
the Department of Commerce shows 
that 4,346 planes of all types were 
produced in the United States in 
1928, with a value at the plant of 
nearly $44,000,000, and that aircraft 
engines manufactured during this 
period numbered 3,496, valued at 
$20,000,000 ; that airplanes operating 
on scheduled transport service flew 
10,500,000 miles during the year, and 
planes engaged in miscellaneous, 
commercial and private flying cov- 
ered some 60,000,000 miles. In the 
regular air transport service, 45 op- 
erating companies are now flying 
70,000 miles a day carrying mail, ex- 
press and passengers. About 25,000 
miles of this is night flying. 

The table herewith shows the 
progress of the flying industry since 
January 1, 1926. With the increas- 
ing interest shown by the general 
public there is every reason to be- 
lieve that the immediate future will 
bring even greater accomplishments. 

One of the greatest problems with 
which airports are confronted is that 
of fire protection. For more than 
a year the fire insurance interests, 
through their organization, The Na- 


tional Board of Fire Underwriters, 
with the co-operation of the aeronau- 
tics branch of the Department of 
Commerce, have been at work on 
provisions for the construction and 
protection of airports. This work is 
still in the formative stage but a few 
of the more important elements of 
hangar construction may be empha- 
sized. The plane itself is a very 
hazardous occupancy for any build- 
ing, since in many cases the frame- 
work is of light wood and the wings 
are covered with fabric treated with 
highly inflammable “dope.” The 
tanks usually contain large quanti- 
ties of gasoline. 


Hazard of the Shops 


Many hangars contain shops for 
repairing planes and in other in- 
stances the shops are attached to the 
main building without the protection 
of a fire wall. The hazard of these 
shops is great. Not only are repairs 
‘made to the woodwork and the me- 
chanical parts of the ships, but it is 
here that the wing surfaces are 
treated with a material closely re- 
sembling nitro-cellulose _ lacquer, 
fumes from which are especially dan- 
gerous. 

Among the problems of airport 
construction are the two-story han- 
gar and the area of the buildings. 
Fire protection is an especially seri- 
ous problem when structures are of 


large area. As any experienced fire 
chief will testify, hose streams can- 
not reach all parts of such buildings. 
This is true of all classes of occu- 
pancy. For this reason it is impor- 
tant to adopt as standard, a hangar 
area of only moderately large size, 
unless protective appliances are pro- 
vided, which through automatic op- 
eration will control many fires in 
their incipient stage. An additional 
hazard in the fighting of airport fires 
is the practise of utilizing space to 
greatest advantage by storing planes 
with wing surfaces overlapping and 
dovetailing, which promotes the 
spread of fire from plane to plane. 

When not located within the lim- 
its of a fire-protected city or town 
every airport should be provided 
with a private water supply system 
of adequate capacity with distribut- 
ing mains and fire hydrants of such 
size, number and location as to per- 
mit of concentration of a sufficient 
number of streams on any building. 
On the other hand, if the airport is 
within the limits of a protected city, 
it is highly important that means be 
supplied for summoning fire appara- 
tus. 

Underwriters fully appreciate that 
the average aircraft owner neither 
needs nor desires to own his own 
hangar, but obtains space in one 
owned and managed by someone else. 
The result is that he cannot control 
the type of housekeeping enforced 
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in the hangar, or the fire prevention 
regulations, as he could if he owned 
the hangar. The aviation underwrit- 
er’s effort to control, by provisions 
in the policy, some of the hazards 
arising in hangars, is therefore often 
made ineffective where the hangar is 
not owned by the assured. There 
are few instances where a fire start- 
ing in a hangar through carelessness, 
or work on one aircraft, does not 
involve the entire contents of the 
hangar. It is therefore up to the av- 
erage assured, for his own good and 
that of the underwriters, to see that 
all reasonable precautions to protect 
his property are enforced. 

For more than a century instances 
indicating the necessity for aircraft 
insurance have been accumulating. 
In fact, underwriters have no lack 
of incidents to guide them in arrang- 
ing adequate coverage. Two extreme 
cases are cited, differing widely in 
type and date. 


Faulty Piloting 


The need for aircraft insurance 
was felt as early as 1822, when a 
balloonist was forced to descend in 
a garden. A crowd quickly gathered, 
entered and trampled upon the grow- 
ing vegetables to such an extent that 
they were ruined. The owner 
brought suit for the total loss caused 
and was sustained by the court. An 
incident occurred during the recent 
round-the-world flight of the Graf 
Zeppelin. A photographer brought 
suit for damages because he was not 
taken on the flight and the resulting 
attachment threatened to hold up the 
departure of the dirigible. Accord- 
ingly a bond in the amount of $25,- 
000 was executed for the release of 
the attachment. The bond was of 
the form frequently given for relief 
release of ships which have been li- 
beled. But this is the first instance 
of which the office of the surety com- 
pany knows, where such a bond was 
given to release an airship. 

It appears that 70 per cent. of 
aviation accidents are due to faulty 
piloting. The rest are accounted for 
by weather conditions and mechani- 
cal failures. Mechanical failures 
with modern aircraft, equipped with 
modern power plants, account for a 
small proportion. The importance 
of exercising caution in approving 
pilots is obvious. The minimum re- 
quirements of most regular air lines 
are 600 hours and of some lines 1,000 
hours, in addition to holding trans- 
port licenses and other qualifications. 








The professional pilot flying almost 
daily is considered a better risk (in 
spite of what may be regarded as a 
greater exposure) than the pilot fly- 
ing occasionally as time and other 
duties permit. Underwriters are ap- 
prehensive as to what may take place 
in regard to the private owner who 
purchases an airplane to use week- 
ends in his spare time, weather con- 
ditions permitting, no matter what 
extensive experience he may have 
had in the past. 


Some of the questions asked on 
the application for aircraft insurance 
are these: 


(1) What is applicant’s interest in 
aircraft? (2) Are there other own- 
ers? (3) Is aircraft mortgaged or 
otherwise encumbered? (4) Home 
airport? (5) Geographical limits with- 
in which aircraft will be operated? (6) 
Name of company with which pre- 
viously insured? (7) Has any com- 
pany at any time cancelled or refused 
to renew any form of aviation insur- 
ance for the assured? 

(8) Purpose for which aircraft will 


be used? (a) Instruction. (b) Con- 
tract Air Mail route. (c) Passenger 
carrying over regular line. (d) Pas- 


senger hops not exceeding % hour 
duration. (e) Cross country taxi and 
special charter flights. (f) Exhibition 
and stunt flights. (g) Racing and 
competition flights. Test flights of 
aircraft built in accordance with a De- 
partment of Commerce approved type 
certificate or of experimental aircraft. 
(h) Delivery flights from factory to 
customer. (Describe flight, giving time 
and miles.) (i) Private pleasure fly- 
ing. (j) Advertising (1) skywriting 
(2) dropping circulars from air (3) 
with loud speakers (4) with illumi- 
nated electric signs (5) trailing with 
flags, kites, etc. (6) undescribed 
special flying. (k) Crop dusting opera- 
tion. (1) Photography. (m) Pros- 
pecting. (n) Transportation of ex- 
ecutives, employees and guests of as- 
sured in conduct of assured’s business. 
(o) Express flights for newspapers 
and movie companies. (p) Sales 
demonstrations 


Some of the warranties are these: 


When dual controls are connected 
no passengers will be carried in a pilot 
seat, except a student when instruction 
is agreed upon. 

When aircraft is not in use or be- 
ing inspected, repaired, etc., it will be 
housed at all times in hangars, except 
for reasonable parking when properly 
guarded, unless the result of a mis- 
adventure, in which case the aircraft 
will be securely fastened with stakes, 
the power plant properly covered and 
the controls securely fastened. 

All aircraft insured for night flying 
will carry two regulation flares at all 
times. 

In hangars owned by the assured 
“No Smoking” signs are posted; no 
open fires, lights, torches, etc., are 
permitted; no doping is done; fueling 
is prohibited. 

_ No smoking is permitted while fuel- 


ing. 

All landings will be made on regu- 
larly established airports, unless agreed 
to the contrary or the result of a mis- 
adventure. 
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When engines are operated while 
aircraft is on ground the assured will 
exercise due precaution to keep pas- 
sengers and public from moving pro- 
pellers. 

When theft insurance is carried on 
cabin airplanes the doors will be fitted 
with approved locks and locked when 
left unattended. 

The hazards of aircraft which may 
be covered by insurance are many, 
Under the division of property insur- 
ance will be found fire and lightning 
damage to the planes and hangars; 
transportation damage to aircraft, 
which is continually possible from 
the time the ship commences to move 
when about to take off, until it is 
safely back on ground; windstorm 
damage to airplanes and hangars; 
burglary and theft of planes and 
parts, and cargo loss to consignors, 
Property owners may obtain airplane 
property damage insurance to safe- 
guard their buildings against the haz- 
ard of falling planes, parts or tools, 

The manufacture of aircraft is in- 
creasing rapidly and the advertising 
of the makers is found in magazines 
beside the messages of automobile 
manufacturers. With a great num- 
ber of planes ready to take off, there 
is now a shortage of skilled pilots 
and one of the industry’s chief prob- 
lems is to train men at a sufficiently 
rapid rate to comply with the un- 
usual requirements. Increased pro- 
duction also means that old factories 
are being enlarged and many new 
ones erected. Where the buildings 
and the manufacturing operations are 
not in accordance with modern safety 
practises many hazards are developed 
but, as in other plants, these can be 
covered by insurance at a rate com- 
mensurate with the hazard involved. 


The owners of airplanes are faced 
with a heavy liability for the damage 
and injuries their machines may 
cause. There is the liability of the 
owner to the public for damage or in- 
juries caused by his ship if it falls 
or descends upon someone else's 
property. He is also liable to his 
workers for injuries traceable to ac- 
cidents during the course of employ- 
ment. He is responsible for the 
death or injury to pilots, mechanics 
or passengers. 

The next few years will see great 
strides in the progress of the air in- 
dustry. Even now numerous arti- 


cles of merchandise are carried by 
air express, although a large portion 
of the public is unaware of this fact. 
Banks send money, in order that it 
may quickly be placed at work. 


(Continued on page 50) 
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The Sourdough 


By Stephen I. Miller 


HIRTY years ago I reined in my horse 

on the crest of the ridge overlooking 
Coloma, California, and looked down upon the 
quiet village of a few hundred people where 
once the camps of 60,000 prospectors crowded 
one another about Sutter’s mill-race. 

In my mind’s eye I could see the army of 
gold-hunters swarming over the hills all about 
me; men from ships left abandoned in San 
Francisco Bay; gamblers, tradesmen and ad- 
venturers from cities and villages and farms, 
whose shovels and picks and pans started a 
stream of gold from the earth to the mints of 
the world. 

In that setting, as I viewed the place where 
gold was discovered in ’49, it was easy for me 
to let my imagination run back and picture 
these things, for about Coloma lingered the ro- 
mantic, golden haze of the stirring past. 

Most of the gold-mining towns of California 
and the Klondike are like Coloma, run-down 
little places, clinging to shreds of prosperous 


-days gone by; but in the back country of moun- 


tains, canyons and rivers may still be found 
the last faithful few who continue to search 
for the Eldorado; who still hunt for another 
strike that might start the prospectors’ cabins 
mushrooming up the slopes as they did at Co- 
loma. Like captains of the sea, they are the 
last to leave—those grizzled prospectors and 
adventurers known to the world as sourdoughs. 

He is usually well supplied with Character, of 
a unique bent, he possesses marked Capacity for 
his peculiar kind of work, and he has Capital 
represented by a few simple tools and a burro 
or two; but the sourdough is a poor credit risk 
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even though he depends entirely upon credit 
for the grubstakes that let him chase the elusive 
rainbow’s end up and down the mountains of 
the West. On those rare occasions when he 
strikes pay dirt, he repays his creditors gener- 
ously; but usually the merchant who grub- 
stakes one of these incurable optimists is con- 
tent to mark off the debt as a gamble, or as an 
act of kindness to an interesting, touching 
character. 

The sourdough is now only a shadowy figure 
against the golden Western sunset. Not many 
are left. Gold is more elusive than it was; 
credit is less generously extended; eking out 
a living is more difficult. But a new kind of 
prospector has cropped up on every hand in a 
less glamorous setting; in modern business we 
find him, the incurable optimist in .a new role. 

He is the inefficient retailer, grubstaked by 
manufacturers and wholesalers whose hope for 
payment is almost as faint as was the hope of 
the Western merchants who staked the sour- 
dough, with his rosy pictures of bonanzas 
about to be discovered. 

Rich deposits of gold in these days are rare, 
in mining and in merchandising. Just as suc- 
cess in modern mining comes from processing 
thousands of tons of low-grade ore, so does 
modern retailing profit come from handling 
large volumes of business with a high degree 
of operating efficiency. 

The search for gold by an old timer is just 
about as good a business risk as the search for 
profitable business by an inefficient retailer 
operating on the capital of those who supply 
him with goods. 
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© those customers who pay 
their bills within ten days 
from the date of shipment 


we accord the privilege of deducting 
two per cent. from the amount of the 
bill. And by “we,” I refer to Smith 
Brothers, Inc., of Poughkeepsie. 
This is not exactly a trade secret, for 
we have never tried to make a se- 
cret of our terms of sale in dealing 
with our seven thousand odd (and 
how odd some are you wouldn't be- 
lieve) customers — although some 
have never seemed quite to take the 
fact in. They appear to get the idea 
that there is a possibility of their tak- 
ing off two per cent., without too 
much difficulty. Where they fail is 
in realizing that there is a time limit 
outside of which the offer of two per 
cent. is not still in effect. They seem 
to consider payment in ten days as 
the ideal, something to be striven for 
but not attained very often, rather 
than a standard to be maintained. 
Therefore, when a customer pays a 
bill in seventeen or eighteen days, he 
chucks out his chest, smiles compla- 
cently and says, “There, | almost 
made it that time!’”” And presently 
he is deeply hurt to find that we are 
requesting the surrender of an addi- 
tional dollar and fourteen cents. He 
protests. It is not the money, of 
course, but the principle of the thing. 
Is he to be penalized simply because 
he sent out his check only ten days 
past the discount period ?—or eleven? 
—or twelve? Or else he recognizes 
the justice of our position; in that 
case he is a poor man and he cannot 
afford to “lose’”’ his dollar and four- 
teen cent discount ; he should do bet- 
ter next time. Or else he has been 
so busy out on the road 
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Debtors’ Letters to 
“TRADE” 
and 
“MARK” 


By Cora A. Conklin 


Bunte’s or Luden’s or Pine Broth- 
ers’ that he has not had time to send 
out any checks. We should sympa- 
thize, being rival manufacturers of 
the lines which he has been pushing! 

But sometimes he just protests, 
giving no reason at all but waxing 
warm and incoherent withal, fre- 
quently to the effect that we are “to 
dam smal.” Obviously his own re- 
fusal to stand by the terms on which 
the sale was made is the epitome of 
big-heartedness, broadmindedness, 
largeness of soul, et cetera. That’s 
the trouble; he is just “to dam” 
broad-minded for us. He can’t see 
why it makes any difference whether 
he pays in ten, twenty, thirty, or 
forty days, so long as he gets his dis- 
count. 


Good Intentions 


Sometimes the letters we get are 
worth the price of a lost discount. 
Such a letter, for instance, as: 

“In response to your letter of Sep- 
tember 29th will say that the writer 
has been absent when the ten days 
expired to discount your invoice and 
therefore, it was mailed couple days 
after not having any intention what- 
soever.”” 

May I particularly direct your ad- 
miring attention to the closing words. 
“It was mailed couple days after not 
having any intention whatsoever.” 
How can we tell what day it so fell 
out that our customer had no inten- 
tion whatsoever? And do our dis- 
count terms read “Two per cent. cash 
discount will be allowed if paid cou- 
ple days after having no intention 
whatsoever?” Not yet they don’t. 

Another letter ran as follows: 

“In answer to your letter of the 
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fifth instant I regret to say we were 
very neglectful, sickness was the 
cause, and will not happen again, |t 
was unintentional on our part I can 
assure you. Trusting this will be 
satisfactory, I am e 

What we would like to know is, if 
his sickness was unintentional, as he 
claimed, how could he assure us that 
it “will not happen again?” 

One request to which we hastened 
to accede, you may be sure, ran as 
follows : 

“Kindly arrange to cancel the con- 
tract of the Candy Company, 
Spokane, Wash., our No. S. P. .062, 
in lieu of Mr. ’s demise.” 

How is that for cheating the Grim 
Reaper ? 

During the summer months our 
salesmen are busy soliciting contract 
orders for the coming season, orders 
which we immediately acknowledge 
by sending to the customer a type 
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written copy of his contract, show- § *” 
ing shipping dates, quantities, and — “ 
prices, and bearing at the bottom a - 
footnote printed in red which advises | “ 
him to keep the acknowledgment and tal 
check up on deliveries. After all, sib 
this, one would scarcely expect the J 
first shipment on the contract to come 7 
as a complete surprise to the cus- e 
tomer—but occasionally we must con- . 
clude that it does, for, upon being 
asked to make good the discount de- ” 
ducted from his tardy remittance, a 
some individual will write to us as be 
follows : 

“Please don’t sand my check Bag i 
to me. I didn order any goods from fi 
you. I stad to ship. the good Bag fy 
I am paiing for it. in this is the ‘ 
sekond time sanding my check Bag. § , 


in asking me not to Deduct the 2% 
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per sent If you will sand the check 
once more to me all keep six mounts 
in than all deduct th Discount.” 

A prospective customer, or per- 
haps I might better say, a potential 
customer, has quite recently favored 
ys in these words: 


“| will duly appreciate, that you 
kindly favor me with your prices list 
the wholesaler, of your good. 

“With pleasure I refer you the fol- 
lowing firm whom are supplying 
their products.” 


His letter ends quite tamely by 
thanking us for an early reply. We 
like it better when a customer con- 
cludes with that classic finale, 
“Thanking you in advance for past 
favors.” 


For classic simplicity a message 
which reached our order department 
takes the prize. It was written on 
a postal card, duly addressed to us, 
and on the business side of it was 
the touching SOS: 


“Gentlemen : 
Please” 

Simply that and nothing more. We 
held it to the light, exposed it to acid 
fumes, and were about to consult the 
Quija board, when the order clerk, 
after meditating over the postmark, 
murmured something unintelligible, 
consulted first the index and then the 
customer’s correspondence file and 
modestly displayed for our inspection 
a similar card of earlier date, writ- 
ten in the identical hand, and bear- 
ing a signature. The man was sent 
his customary shipment of goods and 
we received in due time a check. Oh 
well, things like that are all in the 
day’s work for the order department. 

There is one other letter in our 
files which I shall not quote for the 
sufficient reason that no one has yet 
been able to figure out what it says, 
let alone what it means. Written in 
pencil on passable stationery, in what 
appears to be intended for English, 
there are words in it which are rec- 
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ognizable as “would”, “to”, “my”, 
“good”, and “out”. Frequently there 
occurs a word which is, as near as 
we can determine “salman,” some- 
times capitalized, sometimes not. 
The theories of those who have ex- 
amined it differ widely. It was taken 
as a possible order, an expression of 
approval for our radio programs, and 
a request for permission to peddle 
our goods. One small voice was even 
heard suggesting that the man was 
under the delusion that we dealt in 
fish, and wanted our price on salmon. 
Personally, I thought it must be in 
code. But after trying to read it 
backwards, up and down, skipping 
every other word, skipping every 
two words, skipping every three 
words, and rearranging the letters 
within the words, I was forced to 
abandon my theory. 

At any rate, this letter still rests 
in our archives—mute testimony that 
it is not in the head that “the cus- 
tomer is always right.” 





Grading Balance Sheets 


By Myron M. Strain, C.P.A. 


Myron M. 


HE use of financial state- 
ments in credit practice has 


been steadily gaining head- 


way for a number of years. Now- 
adays it seems to be everywhere re- 
garded as a matter of course, an es- 
sential and usual part of credit pro- 
cedure. With this development of 
course there has arisen the inciden- 
tal need to determine, so far as pos- 
sible, what the things mean. And to 
satisfy that need there has sprung 
into being, along with the new psy- 
chology and the science of biomet- 
ties, a new department of human 
learning—that of financial statement 
analysis. 

The history of this new science is 
not devoid of interest, but cannot 
be pursued here. It has its factions 
and schisms and schools, like all 
great philosophies, and we must con- 
fine our attention to the one of them 
that furnishes the text for this ser- 
mon—the balance sheet graders. 
Necessarily, the material to be dis- 


Strain & Associates, Los Angeles and San Francisco 


cussed will be somewhat technical, 
but we shall try to make it as clear 
and practical as possible, and the sub- 
ject is not without importance to the 
credit practitioner. It represents the 
most “advanced” and “scientific” of 
the efforts to determine credit posi- 
tion from the balance sheet, and the 
alert credit manager cannot afford 
to be without an understanding of 
and an opinion on it. 

The theory and practice of grading 
a balance sheet is an extreme devel- 
opment of ordinary ratio analysis. 
Ratio analysis is that kind which 
seeks to state credit position by com- 
paring one group of balance sheet 
items with some other, related group. 
For instance, the current ratio is a 
comparison between current, or debt 
paying dollars, and current liabili- 
ties, or the debt which those dollars 
are supposed to pay. It is expressed 
in the number of debt-paying dollars 
per dollar of debt to be paid. 


A considerable number of such 


comparisons has been suggested, and 
they are familiar to most credit man- 
agers. Minimum standards have 
been assigned to most of them, such 
as the standard of $2.00 of current 
assets per $1.00 of current liabili- 
ties, and the two-to-one standard for 
the ratio of net worth to total debt. 
These were the “eligible ratios.” 
The credit applicant that had them 
was among the financially elect; the 
one that did not was separated with 
the goats. Then it became plain that 
this procedure, trusted as a final cri- 
terion of soundness, had defects, that 
the elect sometimes performed dis- 
mally, and that the goats sometimes 
paid their obligations promptly and 
conducted their businesses profitably. 

What was one to do? Well, the 
rational thing, perhaps, would be to 
abate somewhat one’s implicit con- 
fidence in the finality of the conclu- 
sions indicated by the ratios and to 
form one’s judgment on the merits 
of each case as determined by experi- 
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ence, knowledge and good sense as 
well by mathematical computations. 
A financial statement is not an ex- 
ample in arithmetic, even though it 
is composed of figures that have been 
added together. On the contrary, it 
is the rather complex story that a 
rather complex human animal, or a 
group of them, tells about those of 
his complex social activities which 
have to do with his acquisition of 
food, clothing, shelter and luxuries. 
It is m a compact and highly con- 
ventionalized form, with much writ- 
ten between the lines, often some- 
what artificially colared, and very 
considerably individualized by en- 
vironment, managerial competence 
and special personal conditionings. 
Can a final judgment be formed 
about such a thing mathematically? 
Then so can a poem be graded ma- 
thematically on the basis of its 
metrical feet. 

Yet it seems to be the opinion of 
many who advocate grading that this 
can be done, once one has managed 
to compile mathematical formulae of 
sufficient complexity and abstruse- 
ness. “Have the ratio measures 
failed to indicate credit adequacy sat- 
isfactorily ?” they ask. “Then let us 
re-apply them, not more intelligently 
and with more sense of their real sig- 
nificance in each individual case, but 
more complexly and with an increase 
in the element of arbitrary standard- 
ization. Let us assume that there is 
a definite standard to which each ra- 
tio should conform, and let us fur- 
ther assume that certain of the ra- 
tios are more important than the oth- 
ers, and that, in every given case 
they will always be exactly that much 
more important. Then we can de- 
termine the conformance of any bal- 
ance sheet ratio to our standard and, 
by weighting the ‘important’ ratios 
so as to affect the result more power- 
fully than the ‘unimportant’ ones, ar- 
rive at a sure and infallible index of 
ultimate credit position, arithme- 
tically figured out to one one hun- 
dredth of one per cent., without any 
cerebral effort, experience or knowl- 
edge whatever except that necessary 
to apply the formula.” *° 

This is an attractive theory, and 
it seems unfortunate, in a way, that 
there are two things the matter with 
it. They are, moreover, quite impor- 
tant. The first of them is that the 
theory does not have any particular 
relevance, as we have seen, to the 
material with which it purports to 
deal. It is antecedently unadapted to 
the interpretation of such an exhibit 


as the balance sheet. The second is 
that both its premises are completely 
erroneous. There is no fixed stand- 
ard for ideal ratios, and never can be, 
and there is no fixed order of impor- 
tance for the various ratios that have 
been proposed. Their amounts, in 
equally well financed organizations, 
are governed wholly by their capital 
requirements, in which an infinite va- 
riety exists. Some companies are in- 
adequately financed which have a 
five-to-one current ratio, for exam- 
ple; others are successful and prompt 
with a working capital deficit. And 
the nature of operations and policies, 
and the character of the balance sheet 
items involved have a great effect on 
the order of importance of the ra- 
tios. In one case one ratio may be 
of great importance, in the next, of 
very little. 

So much for the theory. Now let 
us see the practice. There is some 
room for difference of opinion as to 
what order of importance of the vari- 
ous ratios should apply, but some de- 
cision must be reached or there will 
be no grading done, for, as we have 
seen, grading involves the weighting 
of the “important” ratios. The opin- 
ion most generally held seems to be 


WILLIAM B 


BALANCE SHEET 











Assets 
Cash & Receivables... $ 69,765.50 
Inventories ........ 71,568.43 
Total Current Assets $141,333.93 
Fixed Assets .....:. 11,799.89 
Other Assets ....... 7,451.27 
Total Assets: ...... $160,585.09 


1927 Sale 
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that the ratio of current assets to cup 
rent liabilities and the ratio of ne 
worth to debt are the most significant 
credit indicators and that they should 
be so weighted as to exert one half 
of the total influences which operate 
to produce the final “grade.” I am 
inclined to think that any other divi. 
sion of weights would be even worse, 
so that it is entirely fair to consider 
this one as at least representative, 
How does it square with the facts? 
Are the current and capital ratios 
actually, in themselves, dependable 
indicators of credit soundness? Let 
us see, 

William B. Hoos, Inc., for exam- 
ple, are, hypothetically, dealers in 
radio equipment. They had an ac 
tive business, operated under an ex- 
clusive franchise from a middle 
western manufacturer, purchased in 
car lots, and carried a stock of re 
ceiving sets sufficient for about five 
months requirements. The condensed 
balance sheet of William B. Hoos, 
Inc., at December 31, 1927, was as 
shown herewith. 

Their current ratio, you will ob 
serve, was $2.23, and they had $1.53 
of net worth per dollar of debt. 
During the first half of 1928 the elec- 


. HOOS, INC. 
, Dec. 31, 1927 
Liabilities 
Accounts Payable .. $ 28,478.45 


Notes Payable ..... 35,000.00 
Total Liabilities : $63,478.45 
Capital & Surplus... 97,106.64 





Total Liabilities and 
Capital : 


s, $208,464.45 


$160,585.09 





. HOOS, INC. 


BALANCE SHEET, JUNE 30, 1928 


Assets 
Cash & Receivables.. $ 37,334.87 
Inventory 65,479.16 


Total Current Assets $102,814.03 


Fixed Assets ...... 12,976.55 
Other Assets ....... 8,847.33 
Total Assets: ...... $124,637.91 


Sales for 1928 





Liabilities 
Accounts Payable 
Notes Payable 


$ 14,465.49 
20,000.00 








Total Liabilities ... $ 34,465.49 
Capital & Surplus.. 90,172.42 





Total Liabilities and 
ae 


to date, $71,455.50 


$124,637.91 
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tric receiving set became an active 
factor in the market, the demand for 
Hoos’s sets fell off sharply and he 
sustained a severe operating loss. 
Also he is having difficulties with col- 
lections. He expects to sell his re- 
maining stock, and he even hopes to 
sell it at list prices, but it will be a 
hard struggle against a stiff sales re- 
sistance. Until he has done so he 
does not feel. that it would be advis- 
able to stock the new type of receiv- 
ers, even if he can secure a franchise 
for a satisfactory line of them. His 
balance sheet for September 30, 1928, 
is shown on this page. 

Note how much the ratios of cur- 
rent assets to current liabilities and 
of net worth to debt have improved 
—the, former now becoming $2.99 
and the latter $2.61. They have im- 
proved so much, in fact, that if they 
are to be given a 50 per cent. weight 
out of 100 per cent. total factors, 
they will infallibly lead to a grade 
indicating a measurable improvement 
in the financial position of William 
B. Hoos, Inc., in spite of the fact 
that his actual condition is notably 
less promising. This is an abnor- 
mal case, but bear in mind that a 
similar effect will be produced by 
any sort of current asset realization 
coincidental with current debt reduc- 
tion, even though, within limits, the 
amount of working capital is thereby 
actually reduced and weakening losses 
are sustained. 


Assets 


Cash & Receivables.. $ 3,455.29 
Inventories 28,657.20 


Total Current Assets $ 32,112.49 
Fixed Assets 45,461.70 





Assets 


Cash & Receivables... $ 23,455.29 
Inventories 28,657.20 


Total Current Assets $ 52,112.49 


Fixed Assets 45,461.70 


Total Assets: ...... $ 97,574.19 


ABRAHAM & ISAAC 
BALANCE SHEET, JUNE 30, 1928 


Similarly, an improved condition 
may be ignored by mathematical 
grading. To illustrate this fact we 
will have recourse to the hypotheti- 
cal firm of Abraham & Isaac. Their 
balance sheet (greatly condensed) at 
June 30, 1928, is printed herewith: 

Finding themselves greatly embar- 
rassed by their weakness in working 
capital, Abraham & Isaac decided to 
refinance, and on July 1, 1928, they 
received $20,000 cash for a five-year 
first mortgage on their fixed assets. 
Without question this seems to have 
been prudent policy and to have im- 
proved their credit position markedly. 
We present their balance sheet at 
the close of business July 1, 1928. 

Observe that the grader, while he 
would mark up the position for the 
improved current ratio, would mark 
it down simultaneously for the wors- 
ened net worth to debt ratio to ap- 
proximately the same extent. More- 
over, most graders recommend the 
use of the ratio of sales to total assets 
as one of the minor grading weights. 
Since total assets have increased as a 
result of the financing, this ratio 
would he depressed. Not only, there- 
fore, would one of the most promi- 
nently advocated grading methods 
fail to indicate the improvement in 
the credit position of Abraham & 
Isaac, but it might actually show that 
it had become worse. 


Liabilities 
Current Liabilities... $ 
Net Worth 


Total Liabilities and 
CE 625.065 $ 77,574.19 








ABRAHAM & ISAAC 
BALANCE SHEET, Jury 1, 1928 


Liabilities 
Current Liabilities .. $ 21,763.20 
Mortgage Payable... 20,000.00 


Total Liabilities .... 
Net Worth 


Total Liabilities and 
Net Worth: ..... $ 97,574.19 
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Importance of Capital in 
Retailing 

HAT the survival of a retail 

grocery store depends a great 
deal on its capital strength is one of 
the points brought out in a survey of 
retail grocery stores recently made in 
Roanoke, Virginia by the Times- 
World Corporation of that city, 
which passed along the data to the 
Crepit MonrtHLY at the request of 
the Norfolk District office of the U 
S. Bureau of Foreign and Domestic 
Commerce. Fifty per cent. of stores 
rated under $15,000 in Duns in 1923 
lasted through to 1928; 92 per cent. 
of stores rated over $15,000 in 
Duns in 1923 lasted through to 1928. 

A comparison of data for chain 
stores and independent retailers 
brings out other interesting facts. 
The number of chain store outlets in- 
creased from 23 outlets in 1923 to 45 
outlets in 1928, an increase of 96 
per cent.; the number of independent 
retail stores increased from 224 stores 
in 1923 to 227 stores in 1928, an 
increase of | per cent. 

83 per cent. of the chain stores 
operating in 1923 were still in busi- 
ness in 1928; 46 per cent. of the in- 
dependent stores operating in 1923 
were still in business in 1928. The 
mortality rate of chain groceries over 
this five-year period is therefore 17 
per cent., as compared with a 54 per 
cent. mortality rate for independent 
stores. 

In 1928 in Roanoke, chains con- 
trolled 16.5 per cent. of all grocery 
outlets and did approximately 32 per 
cent. of the total amount of business. 

When a retail grocery store in 
Roanoke carries meat, its chances of 
survival are greatly increased. Of 
the meat carrying stores listed in 
1923, 90 per cent. were still in exist- 
ence in 1928, a mortality rate of only 
10 per cent., compared with the aver- 
age mortality rate given above of 54 
per cent. 

73 per cent. of the independent 
grocery stores which existed both in 
1923 and in 1928 show an increase in 
their financial standing; 13 per cent. 
show a decrease; 14 per cent. remain 
the same. It is interesting to note 
that a considerably larger proportion 
of 1928 stores are in the first or sec- 
ond credit standing class than in 
1923, 39 per cent. more to be exact. 
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A Central Bank of the World 


Or Merely a “Bank for International Settlements”? 


HE special temporary com- 
i mittee that is to work out 
the details of organization 
of the Bank for International Set- 
tlements under the Young plan for 
reparations settlement, will probably 
begin its work this month and may 
not report for 60 or 90 days. The 
Americans invited to serve on this 
committee by the governors of the 
six central banks participating (for 
our Federal Reserve Bank is not per- 
mitted to take part) are Melvin A. 
Traylor, president of the First Na- 
tional Bank of Chicago, and past 
president of the American Bankers 
Association, and Jackson E. Rey- 
nolds, president of the First National 
Bank of New York. 


Will this bank be purely a banking 
mechanism to make possible the safe 
and smooth flow of reparation pay- 
ments by Germany to the Allied Gov- 
ernments and war debt payments by 
the Allied Governments to the Unit- 
ed States? Or will it gradually be- 
come also a great super-bank, formed 
by the central banks of the Allies and 
of Germany, which will bear some 
such relation to the world as our 
Federal Reserve Bank bears to the 
United States ? 

We may be nearer to an answer 
to that question, when the charter of 
the Bank for International Settle- 
ments is actually drawn and the or- 


_The framers of the Young plan felt that the immediate cessation of the system, set up by the Dawes plan, 

of deliveries in kind, as part of the reparation payments, “would impose difficulties upon the export trade of Ger- 

many which might be injurious to her capacity to transfer.” 

ten years, diminuendo, of deliveries in kind, substantially in accordance with the following table, to be allocated 
The amounts, under “Total”, are given in reichmarks. 


to the creditor governments. 


Years France Britain 

| 54.45% 23.05 % 
ere 408.4 172.9 

| Second ....... 381.2 161.4 
MOR oka cad 353.9 149.8 
I sn wa 326.7 138.3 
NT hc 299.5 126.8 
Sees 2 soe bed 272.3 115.3 
Seventh .......245.0 103.7 
Eighth ....... 217.8 92.2 
EE:  sinhanou 190.6 80.7 
We Sos caews 163.3 69.1 








By Rodman Gilder 


ganization plan adopted along with 
the rest of the Young plan—by the 
Governments of Belgium, France, 
Germany, Great Britain, Italy and 
Japan, whose official experts together 
with the unofficial American experts, 
Owen D. Young and J. P. Morgan, 
signed the Young plan report on 
June 7, 1929. 


Meanwhile let us see what the ex- 
perts have proposed. 


The Dawes plan, set up in 1924, 
and at that time, described in the 
Crepir MonTuiy as “the greatest 
adjustment case in history” did not 
pretend to be definitive. The debtor, 
Germany, did not even know how 
long or how much he would have to 
pay! The Young plan, according to 
the committee of experts, “by the 
final reduction and fixation of the 
German debt, by the establishment 
of a progressive scale of annuities 
and by the facilities which the new 
bank offers for lessening disturb- 
ance in the payment of the annuities, 
sets the seal on the inclusion of the 
German debt in the list of interna- 
tional settlements. If it involves ap- 
preciable reduction [of more than 
$100,000,000 a year for the first 37 
years] of payments to the creditor 
countries on what might have been 
anticipated under the continued op- 
eration of the Dawes plan, it at the 
Same time eliminates the uncertain- 


Deliveries in Kind by Germany 


Italy Belgium Japan Serbia 
10% 4.5% 0.75% 5% 
75.0 33.7 5.6 37.5 
70.0 31.5 5.2 35.0 
65.0 29.2 4.9 32.5 
60.0 27.0 4.5 30.0 
55.0 24.7 4.1 27.5 
50.0 22.5 3.7 25.0 
45.0 20.2 3.4 22.5 
40.0 18.0 3.0 20.0 
35.0 15.7 2.6 17.5 
30.0 13.5 2.3 15.0 


They therefore recommended the continuance for 


Portu- Ru- 
gal mania Greece Total 

0.75% 110% 0.40% 
5.6 8.3 3.0 750 
5.2 7.7 2.8 700 
4.9 7.2 2.6 650 
4.5 6.6 2.4 600 
4.1 6.1 2.2 550 
3.7 5.5 2.0 500 
3.4 5.0 1.8 450 
3.0 4.4 1.6 400 
2.6 3.9 1.4 350 
2.3 3.3 1.2 300 


CREDIT MONTHLY 


ties which were inherent in that plan 
and were equally inimical to the jp 
terest of the debtor and to the cred. 
itors by substituting a definite settle. 
ment under which the debtor knows 
the exact amount of his obligations” 


Germany Now Autonomons 

The plan grants financial auton. 
omy to the general debtor, Germany, 
Dr. Hjalmar Schacht, president oj 
the Reichsbank and a member of the 
Experts Committee, tells his country. 
men that “the acceptance of the 
Young plan frees us from foreign 
controls which impede our economic 
and financial independence and in 
many cases also our whole political 
liberty of action.” 


“The fact that the compromise pro- 
posal, which was ultimately accepted 
by the German experts, came from the 
American group made our acceptance 
of it very much easier,” he says. “The 
American people has in a very high 
degree—more perhaps than any other 
nation—this sense of economic respon- 
sibility. It is time we realized that the 
whole clamor against America as a 
Shylock completely fails to appreciate 
the American attitude. America is no 
Shylock. All that she asks of every 
individual and of every people is that 
they should assume themselves the 
complete responsibility for the actions 
they take and for the engagements they 
incur. 

“The opposition of the American 
people to the confounding of the in- 
terallied debts with the German rep- 
aration payments is based on the feel- 
ing that it is unfair subsequently to 
seek to transfer to another’s shoulders 
a responsibility which one has volun- 
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Courtesy, Foreign Policy Assn. 


tarily and consciously assumed. Where 
however the fulfilment of undertakings 
incurred conflicts with the practical 
economic possibilities, the American 
is the first to be prepared to take the 
practical possibilities into account, so 
long as there is a loyal and honorable 
effort on the part of the debtor to 
meet his commitments. 


German View of America 


“We are the last who should join 
in the oft-repeated complaint that the 
whole of Europe is becoming an 
American colony. Nothing is further 
from the desires of the American 
people than to relieve Europe of the 
responsibility for its own economic 
affairs. 

“What the American wants to meet 
with in international negotiations and 
in international business is indepen- 
dent personalities and peoples, con- 
scious of their own responsibility, and 
no slaves. We must not forget that it 
was the Agent General for Reparation 
Payments who first from his Ameri- 
can viewpoint had the great courage 
to put forward the demand that Ger- 
many should be placed in a position in 
which she would have to meet her obli- 
gations on her own responsibility with- 
out foreign controls.” 


The 58-year schedule for payments 
by Germany into the Bank for In- 
ternational Settlements calls for an 
average of $473,700,000 to be paid 
annually for 37 years, followed by 
annual payments averaging about 
$368.200,000 during the remaining 
years, 

Thomas W. Lamont, who, with 
Thomas N. Perkins, was an alternate 
American member of the Experts’ 


Committee, in describing the pro- 


posed bank, said: 


“The bank will be the trustee of the 
creditor countries in dealing with the 
annuities. As such, it will receive and 
disburse to the paying agents, the serv- 
ice on the German External Loan, 
1924. It will receive funds from Ger- 
many in foreign exchange and in reich- 
marks—the latter in an amount suf- 
ficient to cover payments within Ger- 
many on account of deliveries in kind. 
Out of the funds received in foreign 
exchange, it will make distribution to 
the creditor countries by crediting the 
accounts which the several central 
banks maintain at the bank. It will 
disburse to the paying agents the in- 
terest on the commercialized and mar- 
keted obligations issued against the 
annuities and will manage the sinking 
funds for the loans. Along with these 
functions, the bank will be able to 
serve as Trustee for the creditor coun- 
tries in other respects also. 

“In its capacity as Agent the bank 
will initiate upon the request of the 
creditors operations for marketing 
bonds, arranging the conditions and 
supervising the execution of contracts, 
and will arrange for the distribution 
of the proceeds according to the par- 
ticipation of the several creditors in 
the bonds issued. 

“Tt follows from the nature of these 
operations that the institution will per- 
form a number of banking functions. 
For example, as the recipient of the 
annuity service from Germany, it be- 
comes a depositary of funds which 
will pass more or less promptly to the 
creditor countries. As the holder of 
these funds in the brief interval be- 
tween receipt and distribution, it be- 
comes an investor. The long-term 
deposits which it is due to receive 
from certain of the Governments under 
the plan give it additional funds 


pay 
TTT 


TREE 


which may be employed possibly in in- 
termediate credit operations. Its capi- 
tal stock, which amounts nominally to 
the equivalent of $100,000,000 will be 
paid in at the beginning to the extent 
only of $25,000,000. This sum, cer- 
tainly at the outset, represents the 
limits of its power to invest at long 
term.” 


It may be noted that the paid-in 
capital of the United States Federal 
Reserve Bank is $166,716,000, and 
that there are a number of non-gov- 
ernmental European and American 
Banking institutions each with a cap- 
ital of $40,000,000 or more. 

Whether or not the idea of a 
“United States of Europe,” recently 
expressed by the French Minister of 
Foreign Affairs, Aristide Briand, is 
a fantastic one, the conception of a 
central bank of the world is one that 
will be brought nearer to possible 
realization by the establishment of 
the Bank for International Settle- 
ments, upon which bank Mr. Lamont 
makes this further comment: 

“Like so many other institutions 
which in due time have become famil- 
iar figures in finance, the Bank for In- 
ternational Settlements had its incep- 
tion in the need for an organization 
which would perform a specific and 
limited set of functions. It was a 
natural and necessary evolution from 
the facts of the reparation settlement. 
If, in years to come, it takes on broader 
functions, it will be because, and only 
because, there is a practical and specific 


use for it in branches of economic 
life which are not now served.” 
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C. T. Hubbard tells bow 
credit managers may pro- 
tect their shipments against 


the Sky 


from 


HE property imperilment re- 


Damage 
sulting from compulsive tail 


I spins, buckling airplane 


wings, exploding dirigibles, airplanes 
enshrouded in fog, careless piloting 
and the like have developed a new 
above ground hazard calling also for 
the protection of credit with insur- 
ance. The consequent property dam- 
age exposures to these unfortunate 
occurrences are now being insured 
by the fire insurance companies in a 
supplementary contract. 

At the present time nearly every 
fire insurance company supplies this 
kind of insurance, though a few of 
the companies have been pioneering 
a policy of this character for ten 
years or more. As an insurance 
cover it supplements the fire insur- 
ance policy, as there could be no pos- 
sible way of recovering under the or- 
dinary fire insurance policy for prop- 
erty damage loss caused by aircraft 
unless fire ensued. 


Simple Contract 


The property - damage - from-fall- 
ing-aircraft policy is a simple con- 
tract, quite devoid of frills, which 
agrees to indemnify the owner 
‘ against any loss or damage caused 
to his property from falling aircraft, 
whether it be an airplane, a seaplane, 
a free balloon, a parachute, a dirigi- 
ble, or from the dropping of objects 
from aircraft. 


In fact, the peril from falling ob- 
jects has proved itself to be possibly 
a greater hazard than first reckoned 
with, for instances of dripping oil, re- 
leased drip pans, falling tools, dis- 
carded parachutes, and so on, have 
been frequent. In one case an air- 
plane propeller cracked and flew off, 
wrenching the engine from the plane, 
precipitating both the engine and 
propeller to the ground. An inter- 
esting phase of the subject arose 
from an insurance point of view 
when one aroused property owner 
endeavored to serve an injunction 
against aviators who were flying 
dangerously low over his property, 
but he was restrained because the 


courts could not decide as to “how 
high in the air” a property owner 
owned. The credit manager has 
had to contend with the. problem of 
“how far out to sea” does a property 
owner own—and how deep in the 
ground. Now comes the new prob- 
lem of how high in the air? 

The forms of contract used to in- 
sure these hazards vary because the 
policy has not been standardized. 
The insuring clause, however, and the 
protection it represents is virtually 
the same with all insurance compa- 
nies writing this: “air danger” con- 
tract. Most of the companies offer 
two sets of rates—one with co-in- 
surance and the other without co- 
insurance. Some of the underwriters 
demand that property be insured 25 
per cent. to value, others require 50 
per cent. or more to value, but 10 
per cent. co-insurance is permitted 
for extremely highly valued prop- 
erty. The rates run from three up 
to fifteen cents a hundred. 


Because of the rather sudden 
growth of this form of insurance 
some of the insurance companies in 
order to meet the demands of their 
clients have endorsed fire insurance 
policies, explosion policies and ma- 
rine contracts to take care of this 
hazard. Owing to frequently con- 
flicting clauses in such policies, this 
practice is being discouraged and at- 
tempts being made to standardize 
the damage-to-property-from-falling- 
aircraft policy. 

One of the practices adhered to up 
to this time by the companies writing 
this kind of insurance has been in 
considering the distance of the prop- 
erty from the air field in connection 
with rating the contract. The insur- 
ance companies had two sets of rates 
—one set (the lower) for properties 
a mile or more away from 1n estab- 
lished air field. Some of the com- 
panies increased this distance radius 
to three or five miles from an estab- 
lished air field or flying route. While 


_ a few of the insurance companies 


continue to write their policies on this 
basis, the practice has been more or 
less discarded with higher rates pre- 
vailing only on properties adjacent to 
air fields, or those located on the 
fields themselves, such as hangars or 
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manufacturing plants, automobik 
sheds, etc. 

The property insured under this 
coverage has not been confined tp 
dwellings alone, but extended also tg 
manufacturing plants, mercantile 
buildings as well as to many unusyl 
propositions. Many times shrub! 
and flowers are protected againgt 
this hazard. Special policies with 
special rates have been issued og 
fields of flowers during a harvest sea 
son. Floaters have been issued to 
take care of propositions such as ip 
suring a string of polo ponies against 
falling plane damage wherever they 
might be. There have been instances 
where, the Government, called upon 
to participate in the dedication of 
new flying fields, has refused to per. 
mit its flyers to stunt unless insurance 
policies were written to take care of 
any property damage claims which 
might arise if there were any acti- 
dents to the surrounding property, or 
to automobiles parked in or around 
the field. 

Contracts have also been written 
to cover the interruptton of rental 


income, also business interruption in J ?™ 
surance, particularly for power | 
houses exposed to aviation hazards, | 10" 
A credit manager would certainly | 
feel that his interests were better | © d 
protected in the case of a debtor who § “Y 
was a greenhouse owner who took gest 
out a “consequential” loss policy in A 
the way of property damage from — two 
falling aircraft to protect him if a f pres 
plane crashed into the greenhouse — 1g: 
and permitted the crops and plants | larg 
to freeze. a he 

Bank executives have taken out § “'Y 
such policies in blanket fashion to f “° 
protect their mortgage loan interest defi 
in properties. When so insuring they figu 
have only to insure 25 per cent. of the 
their outstanding loans. Golf clubs, Cor 
grounds, fairways, greens and so on, - 
have been insured with a blanket pol 90 
icy against aircraft damages. f 

The rapid expansion of air activi Gm 
ties will eventually lead to an increas you 
ing interest in this form of insur ind 
ance, and undoubtedly the contract an 
and the rates will be modified as time — “ 
goes on. One of the features which He 
must be improved is the “gap” which | Wo 
now exists and is comparable to the f «it 
gap existing in the explosion insur § sh 
ance policy, but which has beet § sor 
bridged in the windstorm and earth 
quake policies. Should an airplane | 4p 
demolish a house to the extent that Jp, 
the fallen building clause is caused a 


to operate, thereby voiding the fire im 
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surance policy, and fire ensued the 
assured would be unable to collect 
under either his property damage 
aircraft policy or his fire insurance 
policy. Undoubtedly this gap will be 
bridged in the future and the fire 
hazard assumed under the aircraft 
policy in the event the fire insurance 
policy is voided. It is for this reason 
that this policy falls to the fire in- 
surance companies rather than to the 
casualty insurance companies, al- 
though some of the casualty compa- 
nies do include this’ protection with 
their combination dwelling house 
policies. 

In fact it might be pointed out 


here that there is some question 
among underwriters as to the devel- 
opment of handling fire losses when 
the “fallen building clause” operates 
in the fire insurance policy and the 
cause is one of the hazards as as- 
sumed by a policy which “picks. up” 
where the fire insurance policy leaves 
off.” At the present time the earth- 
quake and windstorm policies have 
assumed this additional hazard (fire) 
if the fire policy is voided with no 
additional premium resulting. Many 
underwriters feel that it is the fire 
insurance contract which should take 
on these added responsibilities and 
the premium charges increased. 
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However, the tendency has been to- 
wards placing the burden on the sup- 
plementary coverages and undoubt- 
edly the aircraft policy will also 
bridge this gap in the near future. 
In fact some of the insurance com- 
panies are already doing so. 

The credit manager may find this 
form of insurance of considerable 
assistance in protecting his  ship- 
ments, especially when the property 
is near or adjacent to an airfield. He 
will doubtless discuss the latest de- 
velopments with the insurance agent 
through whom he places his insur- 
ance. 


Fire Prevention and the Credit Manager 


By Frank A. Fall 


Sec., National Committee on Fire Insurance and Fire Prevention, N. A. C. M. 


HE Credit Manager’s inter- 

est in fire insurance is more 

obvious, and from the selfish 

point of view possibly more logical, 

than his interest in fire prevention. 

However, in connection with fire pre- 

vention he has a splendid opportunity 

to demonstrate his humanity, a qual- 

ity which some people insist is no 
part of his make-up. 

All fire prevention activities have 
two well-defined objectives — the 
preservation of property and the sav- 
ing of lives. We burn up every year, 
largely through carelessness, close to 
a half-billion dollars worth of prop- 
erty. Just how many human lives 
are sacrificed by fire each year is not 
definitely known, but judging from 
figures compiled for certain states by 
the National Fire Waste Council’s 
Committee on Fire Casualty Statis- 


tics, the total is probably between 
9,000 and 10,000. 

At just what dollar-figure, Mr. 
Credit Manager, would you appraise 
your wife or your child? You answer 
indignantly, and with perfect justifi- 
cation, that their worth cannot be fig- 
ured in dollars. They are priceless. 
Here, then, is the best reason in the 
world why credit manager, and every 
citizen in whatever activity engaged, 
should see the necessity of doing 
something about fire prevention. 

We ought to be at this job all the 
time, and some of us are. But Fire 
Prevention Week, October 7-12, will 
come a few days after this issue of 


the Crepir MonruHLy is issued, and 
that event offers special opportunities 
for discussion and for action. The 
purpose of this brief message is to 
urge all credit managers and all em- 
ployees in credit departments to get 
behind Fire Prevention Week and 
give it a real boost. 

This may be done in a number of 
ways. All the large cities and most 
of the smaller ones celebrate Fire 
Prevention Week with some sort of 
a program. If the Credit Manager 
is able to do so, he should tie into 
this program in some definite way, 
either as a speaker or as a responsive 
listener. He should make sure that 


the members of his family also co- 
operate in any plans for clean-ups or 
property inspections that are spon- 
sored by the local committee, schools 
or fire department. 

At this time, and all through the 
year, the National Association of 
Credit Men’s Committee on Fire In- 
surance and Fire Prevention will ap- 
preciate the interest and co-operation 
of credit executives in its program. 
Suggestions as to how the work of 
the Committee may be made more 
effective will be welcomed. Reports 
on fire prevention plans that have 
worked well locally will be particu- 
larly helpful. 


More than 10,000 Fires in America Every Week 
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RITICS of the United States 
{ bankruptcy system have fre- 

quently made the statement 
that the principal cause of dissatis- 
faction is that the law treats the ad- 
ministration of an insolvent estate 
as a legal problem rather than a 
business problem. Specifically the 
complaint is that the machinery set 
up by the United States Bankruptcy 
Act necessitates the employment of 
a multitude of officials to perform 
the comparatively simple function of 
liquidating and distributing the bank- 
rupt’s estate which, in the smaller 
cases at least, results in costs which 
are disproportionate to the amount 
of the assets. 

Yet, the employment of all these 
officials is required by the provisions 
of the law and the General Orders, 
and in practically no case is it pos- 
sible for the trustee to perform his 
functions as contemplated by the 
Law, the Rules and the General Or- 
ders without the employment of an 
attorney to prepare petitions to the 
Court, orders authorizing various ad- 
ministrative acts, the examination of 
the bankrupt, and the preparation of 
reports. 

It is largely because of these ex- 
pensive requirements of the law that 
business men have found it expedi- 
ent, whenever possible, to compro- 
mise and adjust the affairs of insol- 
vent debtors outside the court, and 
the volume of these so-called “friend- 
ly adjustments” has been increasing 
year by year. 

In an effort to determine whether 
a system of administration in bank- 
ruptcy might not be developed which 
would be as economical and efficient 
as the friendly adjustment system, 
an investigation of the Canadian 
system of bankruptcy administration 
has just been completed under the 
supervision of Colonel William J. 
Donovan, former Assistant Attorney 
General of the United States, acting 
as counsel for the Association of the 


Robt. H. Thayer, of New York, tell 


How Bankruptcy 
Red Tape is Cut in Canada 


Bar of the City of New York, and 
the New York County Lawyers Asso- 
ciation, in the sweeping bankruptcy 
investigation which has been under- 
taken by these two organizations 
under the authority of the United 
States District Court for the South- 
ern District of New York. 

The Canadian investigation, to- 
gether with a study by Mr. Thomas 
C. Billig, of Colonel Donovan’s staff, 
of the relative cost of administration 
of insolvent estates under the United 
States Bankruptcy Act and _ the 
friendly adjustment system, was 
made possible by a contribution of 
$10,000, by the New York Credit 
Men’s Association. 

The reports of the Canadian in- 
vestigation and Mr. Billig’s reports 
of administration in this country, the 
results of which will be published 
later, were wholly disinterested and 
uninfluenced by any preconceived 
notions of either the New York 
Credit Men’s Association or of its 
counsel. The inevitable conclusion 


to which both of these inquiries 
leads, however, is that the elimination 
of much of the machinery and red 





Mr. Thayer, one of the co- | 
authors of this article, isa member | 
of the New York Bar, and was 
sent to Canada by Colonel Wil- 
liam J. Donovan, Counsel for the 
New York City Bar Associations, 
in connection with the investiga- 
tion of the administration of the 
Bankruptcy Law now being con- 
ducted before the United States 
District Court for the Southern 
District of New York. Mr. 
Thayer visited all the principal 
cities of Canada and furnished the 
material which Mr. Montgomery, 
of counsel for the National Asso- 
ciation of Credit Men, has used in 
this article: The CREDIT 
MONTHLY, believing that the 
Cutting of Red er in . 
ruptcy is a worthy objective o 
Amencan Business, will offer from 
time to time other articles on this 
subject. 
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tape which the American Bankrupitey 
System requires would result in great 


economies and more efficient admin- It 
istration. place 
Canadian business men, lawyers § '°P* 
and judges alike, express practically § * '® 
unanimous approval of the adminis- purct 
tration of the Bankruptcy Law in — ™ 4 
that country. One of the leading law. § 4PP™ 
yers of Winnipeg states he has heard § 
nothing but enthusiasm on the part § 
of credit men, business men and law. § P“P 
yers on the way the machinery of f ™® 
the act has operated in the last ten and | 
years. The same opinion is ex | “me 
pressed by prominent lawyers in} * of 
Toronto. A leading wholesale dry- heed 
goods merchant of London, Ontario, The 
who happens to be also a member of f * ' 
the Canadian Parliament, expresses of 
the opinion that the Canadian Aet is kno 
a good one in that it enables cred | “ b 
itors rather than the Courts to con- risk 
trol the liquidation of debtors’ es 
tates, and in that it is administered 
cheaply, and creditors have no com T 
plaint to make of the size of admin § cre 
istration expenses. An officer of f for 
one of the large clothing manufactur | sar 
ing establishments of Toronto states § to « 
that business men and creditors it § the 
general are well satisfied with the } cre 
Canadian Bankruptcy Act. A judge § and 
who frequently sits in bankruptcy i0 § tiot 
the Province of Quebec not only em § rea 


dorsed the Canadian system, but ex 
pressed amazement at the idea of 
American judges attempting to deal 
with the business problems whieh 
bankruptcy entails. 

Such expressions of satisfaction 
with the administration of the law 
are in marked contrast to the opinions 
expressed generally throughout the 
United States regarding the admin 
istration of the American Act, anda 
study of the records of actual cases 


(Continued on page 47) 
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The Customer’s Credit Limit 


Can Be Determined on a Mathematical Basis 


NCE the credit manager has 
O decided that the customer is 

worthy of credit, the next 
step is to determine how much credit 
can be extended with safety. Al- 
though a credit risk may be entirely 
satisfactory when kept within certain 
limits, it may prove extremely haz- 
ardous when those limits are greatly 
exceeded. 

It is sound business practice to 
place on every account at the time it 
is opened a definite limit above which 
it is considered unwise to approve 
purchases on credit. A credit limit 
on a customer’s account is but an 
approximate and sometimes arbitrary 
amount, not susceptible of accurate 
ascertainment, but it serves a useful 
purpose by substituting estimates for 
mere guesswork. It affords a quick 
and effective warning of approaching 
danger in an account’s activity and 
is often a danger signal which, when 
heeded, prevents many a catastrophe. 
The credit limit should never become 
so rigid, however, as not to permit 
of revisions warranted by additional 
knowledge gained from time to time 
or by changes in the condition of the 
risk, 


A Time-Saver 


The use of credit limits saves the 
credit manager’s time. Were it not 
for such a device it would be neces- 
sary for the credit manager himself 
to check all orders for credit. With 
the use of limits, it is possible for the 
credit expert carefully to examine 
and accurately to weigh the informa- 
tion only when a decision is to be 
reached on the more important phases 
of the customer’s account. There- 
after, authority can be delegated to 
an assistant who can check all orders 
teeived from such a_ customer 
against the limit set previously by his 
superior. 

The adoption of credit limits saves 
expense in that it obviates the neces- 
sity for looking up bulky records 
each time an order is received from 
am account in order to determine 
whether or not the order should be 
approved. The alternative to this 
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would be to rely upon memory of the 
condition of the account and the na- 
ture of information available con- 
cerning it. 
poor substitute for exact knowledge. 

The use of credit limits is also a 
distinct service to the purchaser be- 
cause it generally acts as a check 
against reckless buying and extrava- 
gance. 

Those who object to the use of 
limits may say, “In order to reflect 
actual conditions accurately, limits 
must be constantly revised, a proced- 
ure that is too costly and burden- 
some. Ina short time after the limit 
has been established on the basis of a 
careful comsideration of all the evi- 
dence in the case, conditions may 
arise which may make necessary a 
change in the limit. Furthermore, a 
single order from the customer might 
cause him to exceed the limit slightly. 
Of what value is the limit in such 
cases? Should the order be approved 
or rejected? Finally, setting limits 
may prove embarrassing to the firm. 
Suppose a customer inquires as to the 
limit placed on his account. If he is 
told what limit has been assigned and 
the amount seems to be smaller than 
other creditors have allowed him, he 


Moreover, memory is a 


may harbor ill feeling towards the 
firm thenceforth, which will be re- 
flected in his limited patronage.” 


These objections are of little sig- 
nificance. Limits, after all, are but 
approximate amounts. For this rea- 
son alone it would not be necessary 
to revise them at short intervals, nor 
is it necessary to reject an order 
when a limit is slightly exceeded. 
Credit limits are not intended to re- 
flect actual conditions so accurately 
as to require constant adjustment. 
Instead, they are regarded as out- 
posts and danger signals. When a 
customer asks what his limit is, tact 
in revealing it will do much to pre- 
vent any ill feeling. 

There is hardly an establishment in 
which limits are not used to some ex- 
tent. Sometimes such limits may ex- 
ist merely in the mind of the person 
who is charged with the performance 
of the credit function. Usually some 
limit is placed on each account in the 
ledger or elsewhere or both. The 
disadvantages in establishing credit 
limits are trivial when examined in 
the light of the benefits derived there- 
from. 


Methods Differ 


Credit limits constitute one of the 
aspects of credit management on 
which there seems to be little agree- 
ment as to what may be regarded 
good practice. Even among the most 
progressive firms, many differences 
in methods of setting limits may be 
revealed. A sample study recently 
made under my supervision by a stu- 
dent shows that out of ten large com- 
panies investigated, no less than ten 
different methods of determining 
credit limits are in use. The com- 
panies included wholesale grocers, 
two of the largest oil companies, 
manufacturers, a general jobbing 
house, and a milk company. 

Although there is no unanimity of 
opinion as to methods of setting 
credit limits, there is some degree of 
uniformity. One of the methods 
commonly used is to allow as much 
credit as other creditors have been 
allowing to the same account, pro- 
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vided these creditors are engaged in 
a similar line of business. This plan 
of following another’s judgment may 
or may not be sound. A method fre- 
quently encountered is to start a cus- 
tomer with a small amount arbitrarily 
determined and raise this amount 
gradually as the risk proves satis- 
factory, until a certain predeter- 
mined limit is reached. Thus, a 
large rubber and supply company 
starts a customer who is just begin- 
ning his business career with $25 or 
more, depending upon the size of his 
operations. If the customer dis- 
counts his bills promptly, the credit 
limit is extended to $75 or $100 for 
the small dealer and to a larger but 
fixed amount for the large dealer. 


A modification of the plan just 
outlined is to start a customer with 
an amount of credit covering his 
purchases over a certain period of 
time, say one week. If the terms are 
complied with promptly several 
times in succession, the amount is in- 
creased to cover purchases over a 
longer period of time more or less 
arbitrarily determined. 


Some concerns rely a great deal on 
net current assets as a basis for set- 
ting credit limits. In such cases, the 
usual method is to divide net cur- 
rent assets—commonly known as 
working capital which is secured by 
deducting current liabilities from 
current assets—by the number of 
firms that the credit risk is dealing 
with. The assumptions underlying 
this process are that net current as- 
sets measure the debtor’s ability to 
pay within a short period of time and 
that he buys equally from the num- 
ber of firms used as a divisor. Should 
such assumptions be unwarranted, 
necessary modifications must be made 
in order to make the calculation more 
reliable. 


Instead of net current assets, some 
firms use net worth as a basis for 
credit limits. They divide the num- 
ber of principal sources of supply 
or creditors into the net worth to ob- 
tain the limit. In many instances, 
the number used as the divisor is 
based on the company’s experience 
with certain types of customers. If 
it is discovered through an analysis 
of a firm’s customers that on the 
average its customers buy the major 
portion of their merchandise require- 
ments from about eight different 
sources, the net worth is divided by 
this number. Some companies use 
net worth instead of net current as- 
sets as a determinant of debt paying 


power, because they feel that a truer 
picture may thus be obtained, partic- 
ularly when a customer’s assets are 
largely fixed and very little is in- 
vested in current assets. 


HE substance of this article 

will appear in Mr. Beckman’s 
completely revised edition of his 
standard work, “Credits and Col- 
lections in Theory and Practice” 
(McGraw-Hill). The new edition 
will also contain two new chapfers 
on instalment credit and a* new 
chapter on various. credit and col- 
lection indices and records as a 
means of control of all credit op- 
erations. 

The book has long been. in- 
cluded in the Credit Monthly’s 
list of “Fifty Books for Credit 
Executives” prepared by the Edu- 
cation and Research Department 
of the National Association of 
Credit Men and-is also an ap- 
proved text for the National In- 
stitute of Credit course. 





In a surprisingly large number of 
cases, mercantile agency ratings are 
used’ as a basis for assigning credit 
limits. A schedule is usually pre- 
pared showing what limit should be 
assigned to each customer. on the 
basis of the rating he has in the mer- 
cantile agency reference book or in 
the special report. Especially is this 
true of firms carrying credit insur- 
ance policies. In such instances, the 
common practice is to follow the lim- 
its of coverage indicated in the pol- 
icy opposite each rating of whatever 
agency has been chosen for the pur- 
pose. 


A careful check-up of a number of 
companies operating on this plan has 
convinced the author of the unscien- 
tific nature of this procedure. There 
seems to be no close relationship be- 
between the amount covered by the 
policy and the amount of credit that 
might justifiably be extended to one’s 
customers, considering all the circum- 
stances in any. individual case. Fur- 
thermore, it means that too much re- 
liance is placed on ratings, regardless 
of the fact that ratings change fre- 
quently and that they are merely ap- 
proximations based to no inconsider- 
able degree on the judgment of mer- 
cantile agency officials which fre- 
quently may not coincide with the 
judgment of the individual credit 
manager. 


Although all of the methods now 
in use have some justification and 
some of them are fairly commend- 
able, they are inadequate for those 


able requirement. It becomes a mat 


mining the credit limit on the basis 
of a customer’s ability to pay is some 
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who are interested in a scientifieyap 
proach to the problem. Regard 
of opinions to the contrary, it is p 
sible to calculate limits mathemag, 
cally and on a scientific basis, gy 
though it is neither possible nor ne. 
essary that the figures be absolute 
exact. Heretofore all such attemp 
at analysis and calculation have been, 
however, too involved and too cum. 
bersome to be of practical applic. 
tion. 





The problem of scientifically d. 
termining credit limits in the mereap. 
tile field involves a decision ag ty 
which of two possible bases shoul 
be used. There is the possibility of 
setting credit limits, first, om the 
strength of the customer’s debt-pay. 
ing power, and, secondly, on his prob. 


ter of using ability to pay as a basis 
as against an approach to the prob 
lem from a sales point of view, 


The method of procedure in deter- 


what as follows: 


The working capital, or net cur- 
rent assets, of the merchant under con- 
sideration is multiplied by the rate of 
working capital turnover which has 
been determined by past experience. 
In this manner, the amount which will 
be available during the year for the 
amount of creditors for goods pur- 
chased will be ascertained. 


This amount is then divided by the 
number of principal sources of supply 
from which the customer is now buy- 
ing. An examination of a credit in- 
terchange bureau report will prove 
very useful for this purpose. This will 
show approximately how much of the 
total available for payment of credi- 
tors during the year will be given to 
each of the principal creditors. The 
next step is to divide this amount by 
the usual rate of stock-turn, on the 
assumption that the terms on which 
credit is extended to the customer co- 
incide roughly with his rate of stock 
movement. The result is a figure up 
to which credit may be safely extend- 
ed, provided the customer is willing 
to pay his bills, so long as the credi- 
tor considers himself a source of sup- 
ply equal in importance, as far as this 
particular customer is concerned, to 
the other principal creditors. Should 
the creditor consider himself of great- 
er or less importance, adjustments in 
calculations should be made accord- 
ingly. 

To illustrate, let us assume that a 
concern, according to its last available 
financial statement, has net current 
assets of $20,000; that its rate of work 
ing capital turnover is eight times a 
year; that its stock turns approxi- 
mately five times annually; and that 
it is reasonable to assume that practi- 
cally all of its goods are purchased 
from 20 sources, or that the goods of 
one supplier constitute about ome- 
twentieth of the entire stock of mef- 
chandise. The annual payment for 


(Continued on page 35) 





















VTHD 








ntifie ap 
evardie 
it is pe 
ithema. 
’aSis, ah 
NOT nee. 
Dsolutely 
attempe 
ive been, 
(00 cum. 
applic. 





























cally de. 
mercan- 
N aS to 
Ss should 
ility of 
On. the 
lebt-pay. 
nis prob- 
S a mat- 
5 a basis 
he prob- 
view, 
in deter. 
he basis 
is some- 



















et cur- 
ler con- 
rate of 
ich has 
erience, 
ich will 
for the 
Is pur- 





























































OCTOBER, 1929 


25 


How Creditors Take Hold 


Methods Used to Rescue Distressed Debtor Merchant 


A PAPER ON “The Best Method of 
Handling Embarrassed and Involvent Es- 
tates,’ presented at the Hardware Group 
meeting at the N. A. C. M. Convention, 
Minneapolis, by National Director D. S. 
Dodson, of McLendon Hardware Com- 
pany, Waco, is of interest to credit execu- 
tives in all lines of business. Mr. Dodson 
mentioned the enormous bad debt: loss suf- 
fered by the business of the Nation, al- 
luded to the constructive work of Business 
Service, and then said: 


N handling an embarrassed or in- 
| solvent estate, Texas banks fre- 

quently organize a creditors’ 
committee. This method is followed 
also by jobbers and manufacturers 
where there is no local association of 
credit men with an Adjustment Bu- 
reau, or where the creditors prefer 
to devote the necessary time for hand- 
ling the estate by capable Credit 
Managers of their own group, repre- 
senting those creditors who have the 
largest claims. 


Responsibility of Committee 


The success of this plan, of course, 
depends largely upon the men who 
compose the committee, their ability, 
their resourcefulness and the time 
they are willing to give to it. 


Some years ago a merchant in Central 
Texas who did a large credit business, and 
used his credit with his jobbers freely, was 
taken ill in the early fall, at the begin- 
ning of the collection season. He was ina 
sanitarium several weeks and had to leave 
the management of the business to a young 
and inexperienced son. Some of his friends 
among the creditors, learning of the situa- 
tion, held a meeting. The situation was 
gone into thoroughly, and all the assets 
were turned over to a creditor’s committee 
of five. The committeemen divided the re- 
sponsibility among themselves. One agreed 
to look after collections, another to super- 
vise buying, another the sales, etc. The 
business was operated for about two years, 
with the result that all creditors were paid 
100 cents on the dollar, and the business 
turned back to the owner with assets in 
excess of $10,000. He has continued it as 
a going concern since then, with fair suc- 
cess. 

_ Another case was that of a manufactur- 
ing business in Central Texas which was 
operated successfully for several years. 
About two years ago, owing partly to 
conditions beyond its control, it became 
financially involved. A meeting of cred- 
itors was held, a creditors’ committee com- 
posed of some of the best executives of 
the bank and jobbing creditors was ap- 


By D. S. Dodson 


McLendon Hardware Co., Waco 


Director, National Association of Credit Men 





pointed. A large part of the assets con- 
sisted of raw, perishable material that had 
to be finished in order to save a heavy loss. 
The creditors’ committee planned to con- 
tinue the business for the purpose of finish- 
ing the raw material, selling the real estate 
and other assets as rapidly as possible, with 
confidence that all creditors would be paid 
in full. Unfortunately a commercial at- 
torney conceived the idea that the interest 
of the creditors could best be served by 
putting the business into bankruptcy. He 
induced three of his clients to join in an 
involuntary bankruptcy petition. As an 
act of bankruptcy had been committed, 
there was nothing for the officers and di- 
rectors of the company to do but file a 
voluntary, with the result that the attor- 
ney got a handsome fee, while unsecured 
creditors received practically nothing on 
their claims. 


When all creditors co-operate, and 
attorneys do not interfere, sometimes 
a creditors’ committee is a satisfac- 
tory and successful way of handling 
an embarrassed estate. 

Assignment to an Individual Cred- 
itor is a plan followed not quite so 
extensively in Texas in recent years. 
If such an assignment is made, it is 
usually for the purpose of converting 
the assets into cash and pro-rating it 
among creditors as quickly as possi- 
ble. In a very few instances in the 












past I have acted as a trustee, when 
my company was a large creditor, but 
I have never approved the plan. A 
creditor trustee is always subject to 
more or less criticism, distrust and 
suspicion from other creditors, and 
sometimes justly so. 

This plan, like that of handling 
estates through a creditors’ commit- 
tee, depends largely upon the individ- 
ual. If he is actuated by a sense of 
fairness and acts in conformity with 
the high ethical standards of the N. 
A..C. M., he can sométimes render 
the debtor as well as the creditors, 
good service. Especially if he can 
assist in making the estate pay 
larger dividends to creditors and is 
saving the debtor the stigma of bank- 
ruptcy. 

During the past few months the 
defalcation and disappearance of the 
official trustee in bankruptcy for the 
Southern District of New York has. 
centered nationwide attention on the 
Bankruptcy Law. Much thought is: 
being given by the National Associa- 
tion of Credit Men to necessary 
changes in this law. There is a per- 
sistent and growing demand for its 
repeal. Bills providing for repeal of 
the act have been introduced in sev- 
eral of the Congresses, including the 
Seventieth. There has been much 
criticism, and those responsible for 
the administration of the law should 
give it careful consideration. 


Why Bankruptcy Act Fails 


There are some outstanding rea- 
sons why the Bankruptcy Act is fail- 
ing of its purpose. First, is a lack 
of interest on the part of creditors. 
They are prone to feel that when a 
mercantile business goes into bank- 
ruptcy, the account is a loss, and it is 
more profitable to direct their atten- 
tion to an increase in prpfits through 
sales to overcome this loss, rather 
than to save the bankrupt account. 
This is the wrong attitude. Credit 
managers should leave pushing of 
sales largely to the sales department, 
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and direct their attention to care in 
extending credit, to a close follow- 
up systematic collection system, and 
the greatest saving possible where 
the business is liquidated, whether 
through bankruptcy or otherwise. 
Referees in Bankruptcy have fre- 
quently complained to me that in 
some cases where there were evi- 
dences of fraud, creditors would not 
manifest sufficient interest even to at- 
tend a hearing arranged for them by 
the Bankruptcy Court. 


I feel sure with the facilities for 
investigation now provided by the 
N. A. C. M. Credit Protection De- 
partment which has made a wonder- 
ful record of achievement, and has 
the hearty co-operation of the fed- 
eral authorities, Credit Managers will 
be more careful in the future to look 
into bankruptcy cases and follow 
them through the proper channels, 
especially where there are evidences 
of fraud. 


Credit Managers should keep their 
own houses in order and not under- 
take to shift the responsibility for 
their own delinquencies on to the 
shoulders of the Bankruptcy Court. 

Any criticism of the administration 
of the Bankruptcy Act should be 
constructive and not destructive. The 
capable, conscientious and efficient 
referees and trustees in bankruptcy 
should welcome any criticism that 
has for its purpose any change in the 
plan of operation that will get better 
results and greater efficiency. 

Any court official who under- 
takes to arrogate unto himself all 
authority and take from the credit- 
ors the right to handle a_bank- 
rupt estate through an_ individ- 
ual or an agency of their own 
choosing, is unworthy of high office. 
The assets of bankrupt estates are 
the property of the creditors, and I 
do not believe the Credit Managers 
of the Nation will ever consent to 
any change in the law that would de- 
prive them of the right to control 
that which is their own. I am, there- 
fore, opposed to the bill introduced in 
the last Congress providing that only 
banks and trust companies will be 
permitted to act as Trustees in bank- 
ruptcy cases. I am also opposed to 
the plan followed by some referees 
of having official trustees. It savors 
to much of @olitical preference. That 
provision of the present law giving 
creditors the right to choose their 
own trustees should be maintained. 

Much of the inefficiency in the 
liquidation of insolvent estates 





through bankruptcy is due to the fact 


that most of our referees, as well as 
trustees, are not commercial men. 
They know very little about mercan- 
tile stocks, and do not always give 
careful consideration to plans for sell- 
ing these stocks, and other assets that 
will make them bring the largest 
prices obtainable. 

Such criticisms as favoritism on 
the part of trustees, pooling of cred- 
itors in order to buy the assets of- 
fered cheaply at public sale, and even 
bribery, are frequently heard of the 
present methods of selling bankrupt 
stocks. 

In some districts certain irtdivid- 
uals have organized for the purpose 
of buying bankrupt estates to the 
exclusion of other bidders, and in 
some localities jobbers make a spe- 
cialty of buying and selling bankrupt 
stocks. Some of them have actually 
made more money on such operations 
than through their regular business 
channels. 


Sale of Assets Unsound 


These large profits are made at the 
expense of the other bank and job- 
ber creditors, who as a rule get 
only small dividends, and sometimes 
nothing at all. The present methods 
of selling the assets of bankrupt es- 
tates are unsound and uneconomic. 
Creditors are not the only losers. I 
will cite but one of many instances : 


A large general store in Texas went into 
bankruptcy. The stock of merchandise in- 
voiced around $65,000; with $100,000 in 
notes and accounts receivable. A jobber 
who was not a creditor and who speculates 
in bankruptcy stocks, bought the assets for 
$40,000. They were re-sold to the bank- 
rupt who was aided by his local banker 
for $50,000. The jobber made a net profit 
of $10,000. A substantial cash payment 
was made and the balance arranged in time 
payments, with the understanding that a 
cash realization sale of merchandise would 
be put on and the money used to pay the 
balance. Wide publicity in this and ad- 
joining communities was given to the sale. 
People came in large numbers to buy their 
supplies at reduced prices. The result was 
a demoralization of business through the 
entire trade territory; and within a few 
months one, and perhaps two other mer- 
chants were forced into bankruptcy. The 
creditors got a small dividend, both retail 
and wholesale merchants sustained losses, 
the jobbers who purchased the stock made 
a net profit of $10,000, the bankrupts paid 
the purchase price out of the stock of mer- 
chandise which they slaughtered and had a 
handsome profit left in the notes and ac- 
counts receivable. One of them is now 
doing a thriving mercantile business. 

There is a growing conviction among 
thoughtful credit managers that when it is 
necessary to liquidate a mercantile estate, 
the assets should not be sold at public sale, 
or even at private sale in a hurried way; 
that the liquidation should be gradual, an 
effort being made to interest local mer- 
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chants in certain merchandise they carry 
impressing upon them the economic log 
to the community that will be saved 
their paying a reasonable value and takj 
this merchandise into their own stock, (fy 
the assets should be sold in bulk at private 
sale for a reasonable value to someone: who 
wishes to continue the business—or other 
similar plans. 


This would require time and additionaj 
expense, but would result in much larger 
dividends to unsecured creditors, an avoid. 
ance of loss to the business community 
from a slaughter sale, and would eliminate 
the speculator. These suggestions apply 
whether the liquidation be through bank. 
ruptcy or other agencies. 

The large overhead in practically all 
bankruptcy districts is well illustrated by 
a cartoon by Weed in the N. Y. Evening 
World, entitled “The Last in the Bank. 
ruptcy Line” reproduced in the March 
Crepit Montuiy. In this cartoon all of 
the participants in the assets of bankrupt 
estates are shown in a line, and appear in 
the order of the amount of compensation 
received: the Referee, the attorney for the 
creditors, the attorney for the bankrupt, 
the receiver, the attorney for the receiver, 
the trustee, the attorney for the trustee, 
the appraisers, and last, and sometimes 
least of all, the creditor. 


The Adjustment Bureau department of 
the N. A. C. M. is attracting much atten- 
tion. There are seventy approved bureaus 
in the system, which cover practically the 
entire country. Their work is co-ordinated 
in such a way as to promote economy and 
efficiency. The bureaus are under the sup- 
ervision of the national office. In its ef- 
forts to secure the greatest efficiency pos- 
sible in their operation the National of- 
fice has recently added a bureau inspector 
to its staff. This man is thoroughly fa- 
miliar with the plan and is an expert ac- 
countant. He visits the different bureaus, 
goes into their affairs thoroughly and 
makes suggestions for the improvement of 
the service. The purpose is to coordinate 
the work of all the bureaus and have them 
operate on as nearly the same plan as 
possible. 


The managers of these bureaus are men 
of wide experience in handling commercial 
credits and adjustments, and most of them 
have had legal training. To qualify as a 
manager of an adjustment bureau, in a 
way acceptable to the National Association, 
a man must be an expert in this particular 
line, of the highest integrity and a proven 
executive. These qualifications are a guar- 
antee to all who use the Bureau, members 
and non-members, that they will receive 
capable, fair and impartial service. These 
qualifications should also be a recommenda- 
tion of bureau managers to referees in 
bankruptcy that estates entrusted to them 
as trustees will be handled in a capable, 
efficient and impartial way. The inter- 
change and collection service operated in 
connection with the bureaus are valuable 
aids. 

The .Adjustment Bureau is the only 
recognized liquidating agency that will 
undertake to rehabilitate an embarrassed 
debtor. Many instances are on record 
where these bureaus have taken charge of 
the affairs of an embarrassed debtor, se- 
cured the cooperation of his creditors by 
extending payment of their claims, thus 
enabling the merchant to pay his debts and 
continue in business. This is one of the 


most valuable services rendered by the Bu- 
reau. It not only saves losses to creditors, 
but also worthy merchants who continue 
as distributors of their merchandise. 

It is the history of practically all ad- 
justment bureaus that they must pass 


(Continued on ‘page 38) 
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Foreign Collections 


By Cuthbert Greig 


International Assn. for Promotion & Protection of Trade Ltd. 
Assn. for the Promotion & Protection of Trade Ltd., etc., etc. 


Indian & Eastern 


URING the past few years the 

writer has been called upon to 
supervise the collection of overdue 
accounts in almost every country of 
the world, and he has been surprised 
to find how little the supplier knows 
of the difficulties and requirements 
of the law in his customers’ country 
so far as it affects the collection of 
any accounts which may be due to 
him. 


The procedure, documents, and re- 
quirements of the courts in England, 
Germany, France and Spain, for ex- 
ample all differ as do the costs of the 
courts and the lawyers’ fees. The 
time taken, the ability to appeal and 
the number of times a case can be re- 
ferred to the higher courts are among 
the differences which often cause 
misunderstanding. Furthermore, in 
some continental countries each side 
must bear its own legal costs and 
charges whether it wins or loses. 

Let us consider some of the points 
which have to be observed by an 
American firm which finds a British 
customer, in England, getting slow in 
his payments. In the first place, we 
strongly advise against any supplier, 
not residing within the jurisdiction 
of the English courts, that is, not 
residing in England, taking legal ac- 
tion except as a last resource. The 
main reasons for this view will be- 
come apparent later in this article, 
but quite apart from particular rea- 
sons the writer’s experiences lead him 
to say that so far at least as Europe 
is concerned, pressure brought to 
bear in an amicable way, by an asso- 
ciation mainly concerned in reporting 
upon the credit standings of firms 
should with few exceptions, be the 
first and best method of arriving at 
a settlement. A determined debtor 
can so take advantage of the law as 
to procure long delay, and moreover 
if a judgment is given in the High 
Court in England, (where cases in- 
volving important amounts are 
heard), the chance of such judgment 
coming to the notice of the debtor’s 
other customers or local and national 
reporting bureaus is remote. The 
debtor knows this and rejoices! 


In the County Courts, as the lower 
courts in England are called, where 


smaller claims are dealt with, every 
unpaid judgment is registered, and 
every well established credit report- 
ing office makes a record on» its files 
of each such judgment. It requires 


little imagination to realize that debt- 


ye co-operation has been 
set up between the National 
Association of Credit Men and the 
International Association for Pro- 
motion and Protection of Trade. 
Details of the ane available to 
members of the N. C. M. in 
Europe will be sn by the 
Suvelon — Department of the 
N. A. C , One Park Avenue, 
New eae 


ors approached by a member-owned 
credit association of similar standing 
and constitution to that of the Na- 
tional Association of Credit Men— 
such for example as the International 
Association for Promotion and Pro- 
tection of Trade, Ltd—at once ap- 
preciate that unless they pay up or 
satisfy the association their credit 
from other British houses will be re- 
stricted. When an international or- 
ganization with affiliations all over 
the world approaches them and they 
are in the habit of seeking credit 
abroad they also perceive that their 
credit standing in other countries, as 
well as in their own, is in jeopardy 
and they act accordingly. 

It is for such reasons as these that 
the co-operation is so important that 
was recently arranged between the 
National Association of Credit Men 
and the International Association for 
Promotion and Protection of Trade 
and its many continental associations 
representing in total some fifteen 
hundred offices. The National Asso- 
ciation of Credit Men can use the 
whole facilities of the Continental 
offices for the benefit of each of its 
individual members. Should such 
efforts fail then the specialized law- 
yers used by such organizations can 
be instructed and their efforts and 
charges supervised by the Association 
on the spot. 

This intervention of a mutual 
membership association is very use- 
ful for another reason. Frequently 
misunderstandings and _ disputes, 


caused by the different temperaments 
of the nationalities concerned, are 
straightened out and adjusted leaving 
commercial relations unaffected. 
Legal actions in such cases would 
have resulted in much bad feeling 
and certainly a stoppage of future 
business. Legal process should be 
avoided unless there is no other way 
of proceeding and proceedings should 
not be started unless the whole of the 
risks run are definitely realized and 
considered worth while. 


There is another side issue which 
must not be overlooked, and that is 
the question of whether a debtor is, 
in fact, worth suing. The writer has 
had case after case brought to his 
notice where oversea creditors in- 
structed foreign solicitors to obtain 
a judgment only to find that the 
debtor had no means of satisfying 
the judgment. The loss was there- 
fore increased by the. legal costs 
which in several cases were» half*as 
much as the original debt. 

As to proceeding against individu- 
als, little need be said except that you 
cannot attack the salary of the debtor 
in England. A word regarding lim- 
ited companies may not be out of 
place. There are a number of prt 
vate limited companies which have a 
comparatively small nominal capital 
but which nevertheless possess very 
large assets. If the story stopped 
there, all would be well, but unfortu- 
nately many such companies have 
large debenture holdings. The re- 
sult is that the moment the assets of 
the company stand in danger by rea- 
son of the pressure of trade creditors, 
the debenture holders step in and 
have priority over the suppliers. A 
Receiver is appointed by the deben- 
ture holders and he remains in pos- 
session until the Debenture Holders’ 
claims are received. The company 
goes on trading while the suppliers 
have to whistle for their money. The 
directors of the limited company have 
no personal liability for the debt of a 
company so long as they act within 
the limits of the construction of the 
company. These and other points 
deserve careful attention before it 
can be decided whether a debtor is 
worth suing. 















T Secretary of War super- 
vises one of the greatest 
business enterprises in the 
world—the War Department of the 
United States Government, which has 
an annual business turnover of al- 
most one billion dollars, only 59 per 
cent. of which pertains directly to 
military activities. 

The average person, after some 
historical calculation, will realize that 
the War Department in meeting its 
primary purpose of national defense 
has carried this country successfully 
through six major wars, more than 
one hundred other disturbances many 
of which might have grown into se- 
rious proportions but for the sum- 
mary effectiveness of the army, and 
that on an average of once in every 
year and a half of our national ex- 
istence the army has been called into 
service. He will also know of the 
































army’s engineering achievements and 
be aware, in a general way, of its 
valuable pioneering contributions to 
American business and industry. 

But for the most part, the other 
activities of the army besides fight- 
ing are but vaguely known. There 
is little realization of the gigantic 
proportions of its business activities. 
It is not generally known that the 
basic principles of scientific shop and 
factory management were evolved 
from army arsenal methods at Frank- 
fort. Notwithstanding the numer- 
ous allegations about the impeding 
“red tape” in army functions, innu- 
merable administrative details of the 
War Department are carried through 
with as much expeditiousness as (and 
often with more than) are the admin- 
istrative operations of many of our 
large, efficiently managed corpora- 
tions. 

Before inquiring into the organ- 
ization and functions of the War De- 
partment from a business point of 
view let us consider the man who, as 
Secretary of War, is responsible to 
the President for the proper execu- 
tion of our military policy and the 
control of all works and programs of 
the War Department. 


The Busine 


The work of a Government 
department with a turnover of 
almost a million dollars is de- 
in this 
Chester H. McCall, with 


James W. Good 


scribed 


















interview, by 









United States Secretary of War Goor 
the fig 
which 
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Eight years after leaving Washing pocket 
ton with a record as one of {iM fnanci 
country’s ablest and most accom—® Wh 
plished legislators, ex-Congressmai Congr 
James W.. Good returned as Sectell toned 
tary of War. utes | 

In the birth state of Presidémi cans ; 
Hoover Secretary Good was bomg moral 
and grew to young manhood. Heat§ minds 
tended college at Cedar Rapid§ Fev 
Iowa, and after graduation from§ cbine 


Michigan Law School, established 
himself in a law firm in that city 
Upon the record he made while tak 
ing the side of the people against tht 
public utility interests, Good was 


the di 
ister. 
Was 
a per 
its w 


elected to the office of city attorney.§ Go 
A little more than two years later he§ deny 
was elected to Congress from the Sth} tician 
Iowa district and in twelve years off fact- 
service made a reputation as a legi+§ And 
lator of outstanding courage ani§ —no 
ability. 1924 
a po 

The Army’s Needs a 

ne 

Mr. Good became chairman of th maj 
Appropriations Committee of t&§ part 
House, one of the ranking congree§ y 
sional committees. He was a@@§ exe 
chairman of the Committee havitif§ The 
jurisdiction over the military G§ ose 
fenses of our seacoasts. This m§ his 
quired familiarity with these defenss§ Do, 
and the thousand military matte) jhe 
pertaining to them, and of course ff€§ alty 
quent contact with army officers. mo: 
During the War, he showed hit} in 
self to be one of the most capable} has 
thinkers on military affairs in Cong bee 
gress. When the National Defense) anc 
Act was introduced there was a greatg on 
deal of controversy and altercation et 































wer details. Good, with character- 
istic perception, saw straight to the 
heart of the complicated problem. 
He made a stalwart fight on the floor 
of the House, expounding principles 
and introducing amendments which, 
ynaccepted at the time, proved two 

s later to have been so sound and 
far-reaching that they have become 
m integral part of the nation’s policy 
of defense. 

Good became the House leader in 
the fight for the budget system, 
which President Wilson vetoed. At 
the same time he was chairman of the 
Appropriations Committee. His 
work in this connection stamped him 
43 a wise defender of the public’s 
pocketbook and a keen analyst of 
® financial problems. 

When, in 1921, he retired from 
Congress to practice law, Good lis- 
tned to two hours of eloquent trib- 
utes from Democrats and Republi- 
tans alike. It was evident that his 
moral courage was etched on the 
minds of those who knew him best. 

Few men have ever entered the 
abinet with as much knowledge of 
the department they were to admin- 
ister. Few understand bureaucratic 
Washington as well or have as keen 
aperception of the government and 
its undertow of political influences. 

Good is a politician: He doesn’t 
deny the fact. But he is a good poli- 
tian. He doesn’t need to admit this 
fat—his opponents will tell you that. 
And he is a man who has opponents 
—not enemies. In the campaign of 
1924 he demonstrated that he was 
a politician of the, first magnitude. 
Inthe Hoover campaign his political 
honesty, tactfulness and insight were 
major contributions in carrying his 
party to victory. in the West. 

Will Good be as successful as an 
txecutive as he was a legislator? 
There is no doubt that Good’s suc- 
ts as a legislator has been due to 
his unusual executive capabilities. 
Down through history we find that 
he great legislators have had the fac- 
uly of initiating those laws that are 
Most adaptable to executive action. 
lnevery law and measure that Good 
has sponsored the executive sense has 
ben manifest. Read his speeches 
and debates in the congressional rec- 
d—they are permeated with the 
executive point of view. 
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Side of the War Department 


The official color of Secretary of War Good, made for him at the Phila- 
delphia Quartermaster Depot, is of scarlet silk, 4 ft. 4 in. x 5 ft. 6 im. with 


white silk fringe. 
is in full colors. 


e star in each corner is white. The U. S. coat of arms 


A salute of guns from a warship or fort and (according to the Band Man- 
ual) “four ruffles and four flourishes’ are among the honors rated by a Sec- 


retary of War. 


The reception room of the office 
of the Secretary of War gives you 
the impression that you are entering 
a museum, for on its walls are por- 
traits of former Secretaries of War, 
flags and standards of historical sig- 
nificance, a small cannon, the model 
of an army aeroplane and other ob- 
jects that characterize periods and ac- 
complishments of our army. The 
very efficient administrative assistant 
who greets the business caller in this 
outer office seems to be keyed to the 
remarkable blending of the tradi- 
tional and historical with the methods 
and speed of today. 


All Business 


But the inner office of the Secre- 
tary is all business. One hardly 
realizes that he is in the office of 
the executive chief of our War De- 
partment. As I was ushered into his 
office Secretary Good was putting a 
small cigar in. his mouth. I noticed 
that throughout my talk with him he 
chewed the cigar instead of lighting 
it. 





Have you ever seen a bird poised 
and just ready to fly from its perch? 
That is the way his age rests upon 
Secretary Good’s shoulders. At 63, 
his movements are alert and youth- 
ful; his eyes have the brightness of 
those of a man of twenty. His ruddy 
face is almost entirely free from 
wrinkles. Only the gray hair and 
mustache indicate that he is approach- 
ing three score and ten. After my in- 
terview with the Secretary I realized 
the truth of the saying that a man is 
no older than his thinking processes. 


After our introduction and some 
preliminary conversation I asked 
Secretary Good this question, “What 
do you think the business man can 
profitably know about the War De- 
partment ?” 

“IT believe that one of the most 
important things the business execu- 
tive should know about the War De- 
partment is its organization. A study 
of the organization of the War De- 
partment will probably give as fine 
a background of management, control 
and leadership as any study the busi- 
ness executive can pursue. Partic- 
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ularly is a study of this kind to be 
commended to the young man enter- 
ing business. 

“Back of every unusual success or 
accomplishment there has generally 
been a great leader or personality. 
This has created the impression that 
organization and management are 
largely a matter of personality. There 
is no doubt that personality will al- 
ways be one of the mainsprings of 
success in any line of endeavor but 
it is also certain that there are defi- 
nite, basic principles of organization 
and management that must be pres- 
ent in business, industrial and mili- 
tary accomplishment. No more thor- 
ough schooling in these basic prin- 
ciples can be gained than through a 
study of army organization and 
methods, both historical and modern. 


“We cannot at this time make a 
study of these principles but the pur- 
pose and method can be clarified to 
such an extent that anyone interested 
in personal development along this 
line can attain the knowledge desired. 


“The oldest form of organization 
is, of course, military or line organ- 
ization, following the plan of organ- 
ized armies. Every man is directly 
responsible to the one next in author- 
ity over him. This form of organ- 
ization is designed to make possible 
-the most stringent disciplinary con- 
trol. Particularly does it emphasize 
the duties and responsibilities of each 
man. Although military organiza- 
tion in its basic form is seldom seen 
in business and industry today, many 
of its important principles are indis- 
pensable. 


Army Methods 


“Administrative charts, organiza- 
tion diagrams and systems of orders 
and returns were originated in the 
army. Indeed, big business today 
is dependent for its sound, founda- 
tional principles upon the organiza- 
tion and methods of the army. That 
is why I emphasize the importance 
of a thorough study of army organ- 
ization and methods.” 


“Mr. Secretary, you might even 
go so far as to say that the majority 
of our business executives would be 
more capable and efficient if they had 
army training,” I said. 

“TI have no doubt that a great part 
of this country’s business progress 
since the War has been because so 
many of our executives went through 
military training. The army is one 
of the greatest administrative schools 





in the country. Today we find presi- 
dents of universities, railroads, banks 
and of business and industrial enter- 
prises who are army educated. Every 
business man cannot get direct army 


Cabinet Personalities 
in the Credit Monthly 


ELIEVING that our readers 
enjoy authentic close-up views 

of members of President Hoover's 
abinet, 


the Crepir MoNnTHLY 
will continue this series which has 
already included Secretaries Davis, 
Hyde, Lamont and Wilbur. 

A personal study of Secretary 
of the Navy Adams will appear in 
the next issue. 


training but he can at least study the 
vast army organization and develop 
his administrative ability to a remark- 
able degree.” 

“And yet, with this fine organiza- 
tion and its scientific methods, the 
army is continually criticised for too 
much red tape. How do you explain 
this condition?” 

“There are several things the critic 
fails to take into consideration,” 
came the answer. “In the first place, 
the War Department is restricted by 
legislative stipulations that slow down 
its machinery. Because of the vast 
system of checks and counter-checks, 
War Department procedure seems 
unnecessarily slow. It must also be 
realized that such a huge organiza- 
tion, open as it is to attacks from 
any citizen in the country, must be 
accurate and conservative, which of 
course requires systematic procedure. 
Many functions of the War Depart- 
ment, because of regulations, must 
pass through twice as many channels 
as would a similar function in a pri- 
vate business organization. 

“It is also true that no organiza- 
tion in this country has as many and 
varied duties as the War Department, 
which besides the business of main- 
taining the Department in operating 
efficiency, must enlist, feed, clothe, 
pay and discharge soldiers, support 
training facilities, carry on construc- 
tion and engineering programs, con- 
duct campaigns against diseases and 
administer a score of other activities. 

“The correspondence of the War 
Department is gigantic. In one year 
overs eighty million pieces of mail 
were received in the Adjutant Gen- 
eral’s office. In the files of the office 
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are records of over thirty million 
individuals. Some of the people who 
criticize the army for too much red 
tape may be guilty of some of the in- 
quiries the Department receives 
daily such as, ‘Did George Wash- 
ington really throw a dollar across 
the Potomac?’ and ‘How was the 
name buddy originated?’ It is the 
business of the War Department to 
answer these questions. So you can 
see that there is no justification for 
criticism about too much red tape.” 


“In your day’s work are you 
faced with many problems of a 
strictly business nature?” was the 
next question. 


“Several days ago a friend said to 
me, ‘Jim, give me an idea of the kind 
of problems you met in your work 
today.’ I began and recounted one 
by one the different matters that came 
before me, and I was astonished to 
find that only one was of a really 
military nature. The other problems 
required decisions such as any busi- 
ness executive might have to make 
during the day. 


Variety of Duties 


“Many of the extra-military prob- 
lems that the Secretary of War is 
confronted with are those relating to 
the governing of our island posses- 
sions and the handling of insular ex- 
ports, imports and immigration—the 
improvement of waterways for in- 
terstate and foreign commerce—and 
the supervision of harbors, the con- 
struction and maintenance of bridges 
and transportation on canals and 
waterways. 


“The War Department, you see, is 
a great business organization com- 
posed of many smaller organizations. 
Its personnel must serve at Wash- 
ington, Corps Area Headquarters, 
depots and arsenals, camps and posts 
throughout the United States, and 
with overseas garrisons. This per- 
sonnel is the nucleus upon which de- 
pendence is placed in emergency for 
mobilizing, supplying and serving the 
field forces. As the Regular Army 
is the nucleus about which an army 
must be built in time of war there 
is a danger in allowing it to become 
too small, which will of course seri- 
ously affect the whole system of our 
national defense.” 

I asked Secretary Good what he 
thought about the financial side of 
the army and he pointed out that 
when the Bureau of the Budget was 
established several army finance of- 
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n ficers were appointed to its organiza- politicians. Such a statement is un- Collection Tactics 
10 tion. Later the retired Chief of Fi- true, because any one in politics who T Oxford, the great English 
. nance of the Regular Army, General '5 en = ho ed i ov university, a student who 
_ | Herbert M. Lord, was made director S€nS€,_@ politician. eee flunks his final examinations and 
eS | of this Bureau and his record of ac- who is able, serving and accom- | il lify for his d is said 
h- ‘—— plished is usually called a statesman, ‘4S to quality tor his degree 1s sat 
ss complishment has been: second: to when the word politician should im- to be plucked. 
aa none in the history of government ply these merits. A politician is a Plucked” in the olden days at 
We fmance. Secretary Good called at- public servant who is skilled in the Oxford also meant losing one’s de- 
to tention to the fact that the record in y+ and science of government and 8*°: not, however, because of pest 
in the advantage taken of discounts on who is an expert in human nature marks but because of — debts. 
or payment of obligations has seldom, and psychology.” When Commencement a 
” a; : : around each year, village tradesmen 
} if ever, been equalled by a business James W. Good has always lived 4, had claims against any prospec- 
yu concern. A result of one month’s his definition of a politician. That tive graduates were eee z at the 
a payments shows a 99.51 per cent. ef- is why he never denies the fact COO... Cienememant: .. ermpeclann, They 
he ficiency in the use of the discount. he is a dyed-in-the-wool politician. were given seats on the line of march 
When the War was over the Depart- He is a seasoned parliamentarian. He 4 the Commencement procession. 
to ment was faced with the great prob- iS an expert in the psycholog FOF we. a: credites “spotted” his 
nd lem of liquidating its vast surplus ™€"- Few can say “No” with such debtor in the procession, he was priv- 
rk stocks. It was even suggested by ee few oo — ileged to reach out, pluck at the stu- 
ne many that these stocks be destroyed > ar ee It 1s eer — git. dent’s long black robe and publicly 
ae since their sale would put an undue ee ee Oe his bill for payment. If the 
to . Mibiieatl wa lection as Secretary of War was a prospective graduate was unable to 
lly ee otherwise sensitive simon-pure ‘political appointment.’ pay the bill, he was forced to drop 
ns | easter. ~~ ” st agen, faced If so, every business executive will out of line and the conferring of his 
si- with this aes, See and agree that ‘political appointments’ of degree was held up until he had set- 
Lie business problem, liquidated the sur- this kind give the best proof that the  t1eq up. On the other hand, if a 
plus in such a way that there was government of the United States is creditor failed to present his bill on 
scarcely any complaint from indus- actually rtm on a sound, business Commencement Day, his claim was 
trial circles over the four billion dol- _ basis. considered automatically cancelled. 
is lars worth of disposed goods. This 
is | unloading was’ done during very slack 
to | periods of the market, and over one 
es- | billion dollars were actually reclaimed O h’ } t 
X- for the Treasury Department and the c ne Mont S Convictions 
ae pocketbook of a people of the Credit Protection Department of the National Association of Credit Men 
in- country. JULY, 1929 
nd “From your descripti 1 jud Z 
ea 7 ption ju ge Case INDIVIDUAL CHARGE SENTENCE 
ia that the government is becoming Edward Shulick, _ Edward Shulick  29B (concealment) 1 year suspended 
a more and more of a business organ- New York City. daca 
ization and that the best business ee 
~ principles are becoming inherent in woe . ENE a a pe iran a or 
as its operation ” NOT ink tales) Fred Voronick Using mails to defraud ae 6 mos. 
ns. “The government in its rapid 
sh- strides and development is seeking to " Middletowg Springs, Vi eee i Eeesioce Conmivaay ween can oe 
TS, do one thing,” Mr. Good answered, “cent” ie) Toot Bo yafice me asdbiseehi 2: seocmariaiaeeabe 
sts “and that is to conduct the govern- isimer Tneders.  Grusplesey te dsecend Muceemetdeseiied 
und ¥ | went along business lines and not P. Pomerance, P. Pomerance Concealment of assets 16 mos. in Atlanta Pen. 
mi |put the government into business.” Dew ee 
rai “Would you give me your defini- David rarer: ee David Levey Concealment of assets 1 Ye. 1 Gay sumneneen 
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my st question I asked Secretary Good. iesasieitidiiahben sai ahead ah 
my The Secretary of War laugh ed. Wilnectune ; ‘Charles nry enberg anes yeseesams 2y er ee & 
—_ re town, W. Postal Laws 
ere Unfortunately, the word politician (General Mdse.) 
yme one of the most misinterpreted and B. & M. Cut Rate Morris Cohen Contempt Jailed 
eri- ‘isused words of our language. Any Detrovt” iichiaen aris waSete fe 
our ne who enters politics, even though SS aeaay : 
i¢ may use shyster methods and sub- "Chien, Thins Roy €: Toombs Vio. Postal se Deferred 
he ‘terfuges to attain selfish, personal vee Total of 775 Convictions from June 1, 1925, to July 31, 1929. 
of ‘nds, is generally called a politician. 
that But everyone actively engaged in 
i politics is not truly a politician. The Martin Gordon Clothing Company referred to on page 38 of the August Credit 
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Monthly was a co-partnership at 11704 Lorain Avenue, Cleveland, and not the Martin 


People say there are good and bad 


Gordon Clothing Company, a corporation, of 5604 Cedar Avenue, Cleveland. 
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Oliver P. Cobb & Co., Public Accountant, Memphis. 


HEN considering the ques- 
W tion of the cost of carrying 
accounts, the cash discount, 
generally allowed, must be taken 
into account. Therefore, we will 
term the cost of carrying acounts the 
“Net Cost,” that is, the difference 
between the gross cost involved 
through giving credit, less the amount 
of discount which would have ordi- 
narily been allowed for cash pay- 
ment. 
The gross cost may be divided into 
five elements : 


1—Cost of operating the Credit De- 

partment 

2—Additional Bookkeeping Costs 

3—Cost of Collections 

4—Other Costs, such as losses through 

bad accounts, interes: paid on loans 
necessitated by extending credit on 
accounts receivable, interest on 
funds represented in accounts re- 
ceivable, etc. 

5—Intangible Costs. 

The control of costs falling under 
the first three classifications is, of 
course, a question of organization. In 
a small business doing a large cash 
and very little credit trade, these 
would probably be negligible. In 
fact, under such conditions there may 
not be any additional cost under 
these heads due to carrying accounts, 
as the same staff required for cash 
business could attend to the addition- 
al work on credit. The economical 
theory of marginal return would en- 
ter into such a situation. 

In a company doing a large credit 
business, the whole cost of operating 
the Credit and Collection Depart- 
ments is an extra expense. The 
Bookkeeping Department is always 
necessary regardless of cash or cred- 
its, and it is sometimes very difficult 
to ascertain the costs of this depart- 
ment applicable to credit business. 

In operating these three depart- 
ments — Credit, Bookkeeping and 
Collection—it is not advisable to cur- 
tail costs to the point where efficiency 
will be impaired, because, as will be 
shown later, the fourth element of 
expense is greatly dependent upon 
the operations of these departments. 

The necessity for efficiency in these 
departments may be illustrated as 
follows : 


By Oliver P. Cobb 


A’s policy is to maintain a high 
grade staff in all departments, while 
B’s policy is cheapness which of course 
means inefficiency. A firm whose 
credit rating is questionable sends an 
order to A for a shipment of goods. 
The Credit Department does its work 
well and ascertains that the credit is 
questionable and rates it for $500 
credit, but with the provision that ac- 
counts should be paid monthly and 
carefully watched. The shipments are 
made and invoices charged to this 
firm’s account by the Bookkeeping De- 
partment. This department watches 
the account closely giving especial at- 
tention to the size of the account to 
see that the credit limit of $500 is not 
passed and that payments are made 
promptly. As soon as payments of 
this account become slow or any con- 
dition arises which would make the ac- 
count doubtful of collection, the mat- 
ter is handed to the Collection Depart- 
ment for attention. It thus follows 
that the greatest possible loss A might 
sustain would be $500. 

The same doubtful company applies 
to B for credit. The Credit Depart- 
ment gives it a credit rating of $1500 
with no restrictions. Statements are 
not sent regularly by the Bookkeeping 
Department, and the account is not 
watched to see that the credit rating 
is not exceeded. When it has become 
far overdue, it is passed to the Collec- 
tion Department for attention. In this 
instance, there is an almost unlimited 
risk through bad debt loss, and the 
carrying cost then spreads into the 
fourth classification of Gross Costs— 
those “other costs.” This situation in- 
dicates that a false economy in neces- 
sary carrying costs may increase other 
costs beyond all reason. 


This brings us to the fourth ele- 
ment of costs, which is dependent 
upon the efficiency of the depart- 
ments coming under the first three 
elements of expense. We shall dis- 
cuss the various items representing 
this element under their various 
headings. 


Interest Charges 


If the working capital of a busi- 
ness, that is, the excess of current 
assets over current liabilities, is not 
in proper ratio and if the accounts 
receivable carried are not delinquent 
in collection, then, of course, inter- 
est charges caused through such a 
condition are not a part of the cost 
of carrying accounts. It may be that 
the concern is under-capitalized, or 
that too much capital is invested in 
fixed assets. 

However, let us assume that such 
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Cost of Carrying Accounts 


Involves Many Items Sometimes Ignored 





is not the case, but that, owing to de- 
linquent collections of accounts, it 
has been necessary to borrow money 
in order to continue operations and 
to keep the credit rating of the con- 
cern good. Then the total interest 
paid for such loans is clearly a cost 
of carrying accounts. It may be that 
a company which carries delinquent 
accounts has sufficient liquid re 
sources to do so and that it is not nec 
essary to borrow money in order to 
operate. Under such condition, there 
would not be any interest charge in 
the Profit and Loss statement, but 
there would be an expense in this 
category represented by loss of in- 
terest on cash which could have been 
used otherwise in a productive way 
or invested in gilt edged securities. 


In this connection it may be men- 
tioned that the policy of banks now 
is to require Profit and Loss State- 
ments from its borrowers in addition 
to Balance Sheets in order that in- 
formation relative to such charges as 
these may be obtained. In fact, my 
firm has introduced the practice of 
including the ratios affecting these 
items in the Audit Reports prepared 
by them, in order that this necessary 
information may be obtained. 


Cash Basis 


There is always an interest expense 
present when credit is given, through 
funds being invested in accounts re- 
ceivable, but, as previously stated 
this is offset, at least in part, by the 
saving of the cash discount of a 
credit sale. Whether or not this sav- 
ing of cash discount offsets the in- 
terest element in carrying accounts is 
a question of fact dependent upon the 
conditions in each individual case. 
The chain store may be mentioned 
here as an illustration. These stores 
do business on a cash basis and save 
the interest expense of carrying at- 
counts in addition to which they have 
the use of such funds for investment 
in inventories, and these fac 
tors, with a quick turnover, give them 
a decided advantage over the credit 
merchant. Other matters enter into 


(Continued on page 34) 


YTHLY§ = OCTOBER, 1929 


interest 
eel 
be that 
incuent 
lid re- 
10t nec- 
rder to 
1, there 
arge in 
nt, but 
in this 
of in- 
re been 
re way 
rities. 

e men- 
‘S NOW 
State- 
ddition 
lat in- 


=;| MAceounting Machine 


‘ice of 


these 
fae TYPEWRITES—all descriptions from the ordi- 
essary , 
nary typewriter keyboard. 


MULTIPLIES—directly and, by the depression 


bine of one key, prints the results. 

TOU 

ts Te ADDS AND SUBTRACTS—posts ledger, state- 

a ment and proof journal (or other combinations 

of a of records) in one operation. 

iS Sav- 

he in- ACCUMULATES TOTALS—for distributions and 

ae proofs of posting. Prints totals by the depression 
case. of one key. 

tioned 

ene Call the local Burroughs office for a dem- 

| save onstration of this new Accounting Machine. 


1g ac- 


BURROUGHS ADDING MACHINE COMPANY 
6250 SECOND BOULEVARD, DETROIT, MICH. 


ADDING BOOKKEEPING CALCULATING AND BILLING MACHINES 


When writing to advertisers, please mention the Credit Monthly 





































































































































































































































































































































































































34 


Cost of Carrying Accounts 
(Continued from page 32) 


such a comparison, but this is by no 
means a small difference between the 
cash and credit merchant, and gives 
the former the advantage of being 
able to have a larger turnover. 

In order to ascertain from financial 
reports the cost of bad accounts, it is 
necessary to know the method used in 
providing for this expense. There 
are two generally recognized meth- 
ods. One is to charge off bad debts 
direct to Bad Debt Account when 
they are ascertained to be worthless, 
and to provide for Doubtful Accounts 
remaining among the accounts re- 
ceivable by means of a reserve for 
doubtful debts account. This account 
is adjusted at the end of each finan- 
cial year to the required amount for 
such accounts as are considered 
doubtful. The cost for Bad Debts 
under this method is reflected in the 
Profit and Loss Statement for the 
period by the amount charged thereto 
for bad debts and the increase or de- 
crease in the Reserve for Doubtful 
Debts. The argument against this 
method is that the accounts charged 
off as bad and those for which the 
reserve for doubtful debts has been 
created may represent merchandise 
supplied during a prior financial 
period. 

The second method provides a Re- 
serve for Bad and Doubtful Ac- 
counts by charging Profit and Loss 
and crediting such reserve with a cer- 
tain percentage on credit sales. When 
an account is ascertained to be worth- 
less it is charged against this reserve. 
The cost of Bad Debts is thus re- 
flected in the Profit and Loss State- 
ment by the amount charged therein 
as reserve for bad and doubtful ac- 
counts. The accuracy of the amount 
charged to Profit and Loss for bad 
and doubtful accounts under this 
method depends, of course, upon the 
estimate of the percentage rate on 
sales. This has the advantage of pro- 
rating bad debts cost according to the 
amount of sales, which appears to be 
logical. 

It sometimes happens that an ac- 
count charged off as bad is subse- 
quently collected, and such items 
should be credited to a special Bad 
Debts Collected account. The bal- 
ance of this account is transferred to 
Profit and Loss, and this must be 
considered in arriving at the total of 
expense for bad: debts. 

Where a company is sufficiently 
capitalized to enable it to carry on a 


certain volume of business on a credit 
basis upon such terms as are recog- 
nized in its field, it is in a position to 
take advantage of cash discounts on 
‘purchases made by it. Let us assume 
that such a company has just suf- 
ficient liquid capital for this purpose. 
When it has to give extended credit 
on Accounts Receivable, one of two 
things happens: It either has to bor- 
row money with which to pay its lia- 
bilities and thus incur an interest 
charge, or it has to lose its cash dis- 
counts on its purchase liabilities. 
Where such a condition is brought 
about by delinquent accounts receiv- 
able, it is a part of costs of carrying 
accounts. Thus, loss of cash dis- 
counts on purchases under such con- 
ditions is a part of the costs under 
discussion. 


The fifth element of cost, In- 
tangible Costs, do not reflect them- 
selves in the Profit and Loss as 
definite items, but they may be 
there, hidden under other items 
and materially affecting the results of 
operations. One of these may be loss 
of good will with resulting decreased 
sales. It has sometimes been found 
that a debtor will go to the limit in 
obtaining credit, after which he will 
deal elsewhere, until he is in a posi- 
tion to pay his account. He will then 
revert to his old creditor. If the cred- 
it system was not in vogue, this con- 
dition would not exist, and, other 
things being equal, the original sup- 
plier would retain the business. 
Further, a creditor’s patience may 
become exhausted just at the turning 
point in the affairs of the debtor. 
The debtor becomes annoyed and 
purchases elsewhere. A competitor, 
therefore, gets what in future will be 
a good account. 


A lowering of credit standing may 
be the result of carrying accounts 
past due, which place the creditor in 
the ‘position of not being able to pay 
his liabilities promptly. This condi- 
tion becomes what economists term a 
vicious circle and the resultant costs 
are undeterminable. 


Finally, it must be borne in mind 
that from the gross costs which we 
have discussed must be deducted the 
amount of cash discount which 
would have been allowed upon a cash 
sale. In the case of a time store busi- 
ness, two sales prices exist for its 
products, one for cash and the other 
for credit. The difference between 
the credit price and cash price is .pre- 
sumed to be sufficient to cover the 
costs of carrying accounts. 
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Dietler Joins N. A. C. M, 


HE personnel of the Central 

Division of the National As. 
sociation of Credit Men has been 
strengthened by 
the addition of 
E. N. Dietler. He 
brings to the As- 


sociation 


mature 
experience ac - 
quired not only 
from seven and 


one-half years’ 
management of 
the Memphis As- 
sociation of Cred- 
it Men, but also 
from many pre- 
vious years’ busi- 
ness experience in which he was ac- 
tively engaged in credit work. 

His business experience began in 
the office of General Auditor of car 
accounts for the Colorado & South- 
ern Railway, Denver. He was then 
four years with the National Biscuit 
Co., at that point in credit work. In 
1907 he went to Memphis and took 
charge of the credit and office work 
of the Shelby Biscuit Co. Later he 
was employed in similar work with 
the Nelson Manufacturing Co., and 
was manager for the Dixie Motor 
Sales Co. 

In 1922, he went with the Mem- 
phis Association to organize the Ad- 
justment Bureau, of which he became 
Manager. Three years later he was 
also made Secretary of the Associa- 
tion with the further responsibility 
of the Interchange Bureau. In 1927, 
the Collection Department was or- 
ganized under his recommendation 
in Memphis. 

He has been one of the most ac- 
tive of the Bureau Managers. Two 
years ago he served on the N. A. 
C. M. Adjustment Bureau Execu- 
tive Committee and last year on the 
Interchange Executive Committee. 
Besides his thorough grounding for 
his new work, he is also favorably 
and personally known to most of the 
local Secretary-Managers, the Na- 
tional staff and many N. A. C. M. 
members. 


The Monthly Letter 
EW ENGLAND is the section 
N covered by the survey of busi- 
ness and credit conditions in the N. 
A. C. M. Executive Manager’s 
Monthly Letter for October. 
The coal industry will be covered 
in the October Letter, as was the tex- 
tile industry in September. 
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The Customer’s Credit Limit 
(Continued from page 24) 


goods of this particular concern would 
be $160,000 ($20,000 x 8); its annual 
payment to a single supplier would be 
$8,000 ($160,000 = 20) ; and its credit 
limit at any given time from one 


source of supply $1,600 ($8,000 — 5). 

A superior method of establishing 
credit limits is that based on the 
probable requirements of the cus- 
tomer. In this connection, one should 
be warned against the common prac- 
tice of indirectly allowing the debtor 
himself to fix his limit. Many a 
credit manager works on the theory 
that the proportion of goods pur- 
chased from any one source will be 
regulated by the customer himself, 
and that such customer will not ex- 
ceed his requirements. That this as- 
sumption is unsound is witnessed by 
the large amount of overbuying on 
the part of many merchants and a 
considerable amount of buying be- 
yond what the purchasers are able 
to pay for within the credit period. 
What is suggested here is that the 
requirements be determined by the 
credit grantor and not by the pur- 
chaser. The steps involved in this 
calculation are as follows: 


1 Obtain the customer’s volume of 
business. This may often be estimated 
by the salesman and noted in his new 
account report or by the credit man- 
ager himself. Experience has shown 
that the task of estimating a given 
customer’s business is not as difficult 
as it may appear at first blush. Very 
often sales are given in the merchantile 
agency report. Let us assume that 
the subject is in the grocery business 
and that his sales are $50,000 a year. 

2 Find out what proportion of his 
business is in your lines. This infor- 
mation can be obtained from an an- 
alysis of some of the other customers’ 
businesses. This has been done in a 
number of cases or from governmen- 
tal sources similar to the one by the 
United States Department of Com- 
merce for the Louisville retail area. 
Let us assume that the retailer’s busi- 
ness includes merchandise handled by 
your firm amounting to 20 per cent. 
of the total. His requirements in your 
line are, therefore, $10,000 a year. 

3 Determine what proportion of this 
business you can reasonably expect to 
obtain. This amount will vary, of 
course, with the nature of competition 
and with the type of customer. We 
shall assume that since the standing 
of eae firm with your customers is 
such as to warrant one-fourth of the 
business in your lines, you may ex- 
pect to obtain one-fourth of $10,000 
during the year, or $2,500 

4 The next question is; How many 
days of sales will you allow the cus- 
tomer on credit? Since your terms 
are, say, 30 days, with an average of 

days outstandings carried on the 

» we shall assume that as many 

as 50 days of sales will be allowed, 
provided that the number of days in 
outstandings is regarded as satisfac- 


tory. The credit limit, at retail prices, 
is then determined by dividing 50 days 
into 365, and dividing the result into 
the amount to be extended, at retail 
prices, during the entire year, (365 — 
50 = 7.3; $2,500 — 7.3 — $342) which 
gives the figure $342. 


5 Reduce the credit limit thus de- 
termined by the average gross margin 
of a on which retail grocers nor- 
mally handle your line of goods, say 
20 per cent., and you have a credit 
limit of approximately $275. 

On old accounts, the requirements 
can be determined by past sales to 
them, the limit being fixed at a num- 
ber of days of sales to the customer 
commensurate with the days of sales 
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outstanding for the business as a 
whole. 


About the N. I. C. 
The National Institute of Credit 


of the National Association of Cred- 


it Men, One Park Avenue, New 
York, has just issued a pamphlet 
“Training for Credit Work” which 
describes the work of the Institute 
and what it has to offer in its local 
chapters and its correspondence 
courses. 

The pamphlet answers many ques- 
tions that arise when N. I. C. chap- 
ters are being organized. 


New population to serve 


ARLY sixty per cent 

of the world’s tele- 
phones are in the United 
States. There are more than 
sixteen telephones for every 
hundred persons in this coun- 
try. The total number of new 
telephones added by the Bell 
System in 1926 was 765,000; 
in 1927, 698,000; in 1928, 
750,000. The fact that the 
responsibility for such a large 
part of the entire telephone 
service of the country rests 
solely upon the Bell System, 
imposes on the management 


an unusual obligation to the public 
to see to it that the service shall at 
all times be adequate, dependable 
and satisfactory to the user. 


The American Telephone and 
Telegraph Company, with its pred- 
ecessors, has paid dividends regu- 
larly for forty-nine years. The Bell 
System is expending more than 
five hundred and fifty million dol- 
lars a year for plant and equipment. 
Through a far-sighted management, 


. 


195 Broadway 





the Bell System maintains tele- 
phone service at the lowest cost 
consistent with financial safety. 

More than 450,000 stockholders 
own American Telephone and Tele- 
graph Company shares which are 
so widely distributed that no one 
individual holds as much as 1% of 
the total capital stock. 


May we send you a copy of our 
booklet, ““Some Financial Facts’’? 


BELL TELEPHONE 
SECURITIES CO., Inc. 


New York City 


When writing to advertisers, please mention the Credit Monthly 

























































New York.—The following form 
was suggested by a firm of Certified 
Public Accountants of this city. 

We have adopted the use of same 
in verifying financial statements re- 
ceived from our customers, and the 
results therefrom have been extreme- 
ly satisfactory. As a matter of fact, 
we have some very favorable com- 
ments from accountants who state 
that such a form obviates the neces- 
sity of writing long letters, explain- 
ing in detail the financial statements 
submitted by their customers in ob- 
taining credit. 

This form has certainly improved 
the method of obtaining information 
pertinent to financial statements. 


DANIEL NIEDERMAN, 
Century Factors, Inc. 


Dear Sir: 


Your client(s) 


has (have) submitted a statement as of 


a copy of which is hereto attached. 


Verifying Financial Statements 





In order that we may complete our credit 


The Credit Manager’s Office 


An Idea and Experience Exchange 


Folding High Legs 


A new development in the calcu- 
lating machine field is a compact, 
portable adding-calculator weighing 
only 7% pounds and readily fitting 
in a desk drawer. 

In all respects this new machine is 
a regular adding-calculator, and oper- 
ates under the same principles. It 
performs every kind of calculation, 
addition, subtraction, multiplication 
and division. 


It is the only calculator of this size 
having a standard flexible keyboard, 
so that figures are rapidly and easily 
set up and addition is performed as 
simply as on the larger machines. 
Its operation is noiseless and easy 
and it is not necessary to hold the 
machine with one hand while work is 


, 


information, we will appreciate your cooperation by the return of this communi- 
cation with the various questions answered. 


. Do you audit their 


monthly? 


books 


. If so, how long have you been 
doing this work? 


. Did you prepare a Certified 
Statement ? 


. Are the figures shown on at- 
tached form, in conformity with 
your report? 


. Did you verify Accounts Re- 
cewvable by direct communica- 
tion? 


. Did you age Accounts Receiv- 
able? 


. Are any of Accounts Receiv- 
able over 4 months Old? 





[] | 


8. Are all Accounts Recewable 
for Goods Sold and Deliv- 


ered? 


. Have all Bad Arcounts Re- 
cetvable been Written Off? 


. Did you supervise the taking 
of Inventory? 


. Does Balance Sheet include 
all Known Liabilities? 


. Have you verified all Known 
Liabilities by direct communi- 
cation? 


. Have you any reason to be- 
lieve that merchandise or Ac- 
counts Receivable are being 
assigned as collateral for ad- 
vances or loans? 


. Are the books maintained in 
good order? 


We believe that your client will permit you to cooperate and authorize a 
full report. 


Very truly yours, 
CENTURY FACTORS, Inc. 


Credit Manager 





This form is used for verifying financial statements 
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being turned out. With eight col 
umns in the keyboard, eight places 
in the upper dials, and sixteen places 
in the lower dials, it is capable of 
handling all ordinary types of figur- 
ing problems. It is equipped with 
folding high legs which hold it ata 
convenient operating angle, and 9 
that the answer and proof dials are 
more readily visible. 

This adding-calculator has been 
designed particularly for the business 
man who has personal figure work, 
Fitting snugly in its own new-type, 
rigid brief case which provides a 
generous space for papers, it is eas- 
ily carried so that figure work may 
be done anywhere—on the train, at 
home, or out on a field job. For the 
crowded office it is a very handy piece 
of equipment because of its extreme 
portability and small size. 


Efficient Collection System 

South Bend.—Our collection sys- 
tem is our most valuable asset in 
our Credit Department. We make 
various copies of our billing. Two 
of these come to the credit depart- 
ment—the pink and yellow sheets— 
and are put in binders; the pink 
sheets are filed numerically, the yel- 
low alphabetically. Each day the 
pink sheets that are 30 days old are 
taken out (our terms are 30 days 
net), checked up with our records 
and sent out. The yellow sheets have 
the days of the month printed across 
the top of the page and, before send- 
ing out the pink sheets, a clip is 
placed on the date of these yellow 
sheets 10 days in advance of due date. 
Our first collection letter is sent out 
on this date. When our checks come 
in the pink and yellow sheets are 
taken out of the binders, if they are 
paid before due date or before the 
10 days leeway has expired. As the 
greater per cent. of our accounts are 
paid at maturity or previous to that 
date, this leaves only a few of our 
good customers, the habitually slow 
and second class customers on gur de- 
linquent list and our collection let- 
ters are reduced to a minimum. This 
method keeps our accounts in a very 
liquid state. 

We do not send out monthly state- 
ments except on request. 
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During 1928 our accounts receiv- 
able taken from our monthly state- 
ments averaged as follows: accounts 
not due, 74 per cent.; accounts due 
to 30 days past due, 20 per cent.; 
accounts 30 to 60 days past due, 4 
per cent.; accounts 60 days past due, 
1% per cent. 

Our average loss for the year 1928 
was .0029 per cent. 

During the first six months of 
1929 our average was as follows: 
accounts not due, 72% per cent.; 
accounts due to 30 days past due, 21 
per cent. ; accounts 30 to 60 days past 
due, 4 per cent.; accounts over 60 
days past due, 2% per cent. 

So far this year we have had prac- 
tically no losses, but, of course, a 
great part of our product goes to the 
furniture manufacturers and, as they 
are not in a prosperous condition at 
this time, we'are unable to predict 
what the last half of the year may 
bring. 

C. Franz, 
Stephenson Manufacturing Co. 


Elimination of Cash Journal 


Kansas City.—May I congratulate 
you on the establishment of “The 
Credit Managers’ Office” page, which 
you started a month ago? This is 
something that strikes right home to 
the real working credit man, not the 
treasurer or other executive simply 
bearing the title of credit manager as 
part of his position, but the one who 
is on the job and actually engaged 
in credit granting. 

I was particularly interested in the 
article by Mr. J. W. Barr of the 
Quaker Oats Company on the elim- 
ination of a cash journal. We use 
the same system and find that it 
works out very nicely and that we 
never have any trouble in looking up 
remittances or discovering mispost- 
ings. The only difference in our sys- 
tem is the daily balances. We make 
a total of our cash posted each day, 
and this must balance with the cash- 
ier’s deposit, proving our posting each 
day, instead of once a month. The 
pieces of cash are bradded in a folder 
and filed in regular filing drawers. 

I certainly hope that you will con- 
tinue this interesting page and that I 
will have something of value to con- 
tribute to it later. 


M. E. Firson, 
J. A. Folger & Co. 


Readers are invited to send in their suc- 
cessful ideas and methods for this page. 
Full information about any appliance men- 

may be had by writing to the 
Crepir MonTuty. 
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“The Dealer that 
Recommends. 


SANFORD'S 


Assumes that lou Know 


Your Records are 
Safe with Sanfords 


M TheInk That Has Defied Time for 70 Years 


Nationalize Your Credits 


Can You Watch Your 
Customers’ Accounts 


You can check upon your custome: s’ affairs fairly 
closely, but what possible chance have you of checking 
upon your customers’ customers? 


In these days of extremely keen competition with the 

consequent narrow margin of profit, it is not at all un- 
usual for an apparently solid high grade account to 
collapse for reasons far beyond its control. 


There is only one way that you can guard against +uch 
a catastrophe. A National Policy of Credit: Insurance 
is an absolute guarantee by the World’s Largest Surety 
Company to prevent, else pay, credit losses. 


National Surety 
Company 


Wu. B. Jorce, Chairman E. A. Sr. Joun, President 
E. M. Auten, Vice-President W. L. Cremens, Vice-President 


115 Broadway, New York 
fone’ in All Principal Cities 


When writing to advertisers, please mention the Credit Monthly 
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How Creditors Take Hold 
(Continued from page 26) 


through a period of intense criticism, 
largely selfish. Unfortunately there are 
some dealers who do not. operate on the 
high standard of ethics advocated by the 
N. A. C. M. When an estate in which 
they are interested becomes embarrassed, 
they think only of their own selfish inter- 
ests,-and not the rights of other creditors. 

Recently when a jobber in North Texas 
was asked why he was not willing for the 
Adjustment. Bureau to liquidate an estate 
in which he was a large creditor, answered 
that he could get more out of it for his 
company by his own credit manager serv- 










MONTGOMERY CLARK 
Vice-President 
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Home OFFIce: 
WEsTERN DEPARTMENT 





111 JouN STREET, 


ing as trustee. Such concerns, though few 

n number, are fighting the Bureau and will 
me to fight it. It is therefore the 
duty of the fair minded credit men of the 
nation who believe that the assets of estates 
of insolvent debtors should be sold for the 
largest prices obtainable, without collusion 
or hinderance on the part of self-seeking 
creditors, and every dollar of the proceeds 
paid to all creditors on a pro rata basis 
share and share alike, to support the Bu- 
reau and see that its agents are not hin- 
dered in the discharge of their duties. An- 
other source of opposition comes from a 
few commercial attorneys. ‘These gentlemen 
will gain more by co-operating with the 
Bureau than opposing it. 

Those referees in bankruptcy who 





Seventy-Seven Years of Faithful Performance 


"THE payment of over $69,000,000 

of losses since organization is the 
guarantee of our ability to back up the 
merchant’s credit to the fullest extent. 
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are co-operating with the Bureau sys. 
tem are to be commended. They 
realize that bankruptcy should be the 
last resort and that creditors have the 
right to use every legitimate means 
to make insolvent estates pay the 
largest possible dividends. 


The Adjustment Bureau is the 
credit man’s own organization for 
collecting accounts, for adjusting 
differences between creditors and 
debtors, and for the liquidation of 
insolvent estates for the benefit of all 
creditors. The Bureau knows no fa- 
vors. It must, under the rules of 
the N. A. C. M., be absolutely fair 
and unbtased in all its transactions. 

A jobber who was a large subscriber to 
an Interchange Bureau was interested in 
an estate the Adjustment Bureau was 
liquidating. The credit man of this job- 
ber attended the sale and was the snc. 
cessful bidder, the sale being made sub- 
ject to the approval of the bureau manager, 
The manager thought the assets were 
worth more money and refused to approve 
the sale. This creditor later bought the 
assets at an increased bid of more than 
$900.00. Did the bureau manager do his 
duty, and was the jobber justified in with- 
drawing a part of his patronage from the 
Bureau ? 

When you hear a man criticizing 
the Adjustment Bureau, try to get 
the facts which are the basis of this 
criticism. In many instances you will 
find it comes from some individual 
who was not permitted to use the 
Bureau for his own selfish purpose. 

The word co-operation is used so 
frequently that it has become com- 
monplace and has lost some of its 
real significance. However, it is the 
real basis of the success of any or- 
ganized effort. There should be co- 
operation all along the line. 


The Adjustment Bureau, because 
of the experience and training of 
the men who operate it, is to-day the 
most thorough, systematic and eco- 
nomic means of liquidating insolvent 
estates; but in many cases the Bu- 
reau can best serve its patrons by 
having the counsel of a creditors’ 
committee composed of representa- 
tives of some of the largest creditors. 


When we consider the time and 
expense of handling an_ estate 
through a creditors’ committee inde- 
pendent of the Bureau, and the ex- 
pert service it is capable of render- 
ing, in most all cases creditors will 
find it to their interest to use the 
Bureau. 


There is no doubt if those jobbers 
who insist on liquidating estates 
with their own credit managers as 
trustees, will view it fairly and im- 
partially, considering the rights of 
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all concerned, they will find it to their 
interest, because of the saving of ex- 

and criticism which must in- 
evitably act against them with injuri- 
sus effects, to use the services of the 
Bureau. Right here the responsibil- 
ity rests upon the bureaus to con- 
vince these creditors of this fact by 
the efficiency of their service. 

The Bankruptcy Law has been of 
much benefit to the commercial in- 
terests of this country in the past. 
The Bankruptcy Court is the Govern- 
ment’s agency for liquidating insol- 
yent estates, and as such is entitled 
to the co-operation of all who have 
dealings with it. This, however, 
should not preclude constructive crit- 
icism and suggestions that will im- 
prove the efficiency of its service. 

Those who are connected with our 
Adjustment Bureaus should carefully 
consider the viewpoint of bankruptcy 
officials and co-operate to the limit 
of their ability. Referees and trus- 
tees in bankruptcy should realize that 
the Adjustment Bureau is the au- 
thorized agency of creditors created 
and put in operation after careful 
thought, to represent them and serve 
their best interests, and be ready and 
willing at all times to give due con- 
sideration to its views and sugges- 
tions. It should be the purpose of 
all liquidating agencies to render real 
service to those whom they repre- 
sent. 

If in all our actions we would be 
governed by the underlying prin- 
ciples of the motto of one of our 
great civic clubs, “He Profits Most 
Who Serves Best’ and endeavor at 
all times to put service above self, it 
would be an easy matter to meet the 
problems with which we are con- 
fronted and solve them in a way that 
would be satisfactory to all. 


A Credit Conference 


HE annual Credit Conference 

for credit executives of manu- 
facturing members of the Motor and 
Equipment Association was held at 
the Statler Hotel, Cleveland, Septem- 
ber 18-20. The first and third days of 
the convention were taken up by the 
regular monthly meetings of the dif- 
ferent credit groups, according to 
Arthur H. Fagan, Credit Manager 
of the M. E. A., and the middle day 
of the conference was an open ses- 
sion, open to all member companies. 
For that day addresses were given on 
“Trends in Wholesaling,” by Elton 
R. Seager, and “Solving the Prob- 


lems of the Insolvent,” by Hon. Carl 
D. Friebolin, U. S. Referee in Bank- 
ruptcy, and “Facts About the Con- 
solidation and Merger Movement 
and the Concentration of Industry,” 
by Prof. Willard L. Thorp, of Am- 
herst, member of staff, National Bu- 
reau of Economic Research. 

The Committee of Arrangements 
for the Convention included represen- 
tatives of the following companies 
which are members of the National 
Association of Credit Men: Thomp- 
son Products, Inc., National Malle- 
able & Steel Casting Co., National 
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Acme Co., Willard Storage Battery 
Co., Eaton Axle & Spring Co., Eber- 
hard Mfg. Co., Leece Neville Co., 
Steel & Tubes, Inc., Van Dorn Elec- 
tric Tool Co., and Warner & Swasey 
Company, all of Cleveland. 


WRITE more EASILY 


“™ LISTO 
PENCILS and LEADS 


A Million Users Know Their Superiority 
LISTO PENCIL CORP., Dept. H., Alameda, Calif. 


Ad No. 7 in a series on Credit Insurance Statistics 


20 Million Dollars 
Paid to 
Policy-Holders! 


That huge sum represents our loss 
payments to policy-holders of 


Ameriean Credit Insurance 


Ours is such a Big Business simply 
because it has always afforded such 
an exceptional protection and ser- 
vice to Manufacturers and Jobbers 


in every line. 


It not only safeguards their re- 
sources against all kind of abnormal 
bad debt losses, but also helps to 
prevent losses, through our superior 


Collection Service. 


Remember, 


Credit Managers, we are the Pio- 
neers in Credit Insurance. 


Send for our representative. He will fully 


the 


explain 


scientific 


application of 


American Credit Insurance to your in- 


dividual business. 


CThe AMERICAN 


CrEDIT- INDEMNITY Co. 


OF NEW YORK 


J. F. M* FADDEN, passipant 


Offices in AH Leading Cities 


New York, St. Louis, 


Chicago, 
San Francisco, Philadelphia, 


Cleveland, Boston, 
Baltimore, Detroit, 


tlanta, Milwaukee, etc. 
In Canada—Toronto, Montreal, etc. 


When writing to advertisers, please mention the Credit Monthly 
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Agricultural Economics—Professional 
Speaking—Industry’s Raw Materials 


Rates charged by different agen- 


TELE 





Economic Aspects of Agri- 


culture 
INTRODUCTION TO AGRICULTURAL ECO- 
NOMICS. Fred R. Yoder. Thomas Y. Crowell 
Co.; N. Y. 1929. 472 pp. $3.00. 


Crowell’s Social Science Series, edited 
by Professor Seba Eldridge of the Uni- 
versity of Kansas, is appreciably strength- 
ened by this newly added volume from the 
pen of Dr. Fred R. Yoder, professor of 
rural social science at the State College of 
Washington. 

Coming out at a time when the Federal 
Farm Board appears to be making a favor- 
able start on its difficult task, Dr. Yoder’s 
careful study finds the stage well set for 
such a presentation. A lot of people are 
thinking seriously about agricultural eco- 
nomics, and many of them are doing so for 
the first time. The publication of such a 
book as this is, therefore, fortunate for the 
public and particularly so for the publish- 
ers and the author. 

The main topics treated by Dr. Yoder 
loom large in our general economic life. 
They include farm population and farm 
life; price economy; land values; capital 
farm credit; insurance; labor; manage- 
ment markets; tariff and taxation; price 
cycles; farmer movements and farm wealth 
and income. 

Farm credit is effectively treated in 
Chapter IX. The amount of credit used 
annually by the farmers of the United 
States can be, as Dr. Yoder admits, only 
roughly estimated. In 1922 it was esti- 
mated by the Department of Agriculture’s 
Farm Finance Division that the amount of 
mortgage indebtedness on farms in the 
United States was approximately $8,556,- 
000,000. In 1921 it was estimated that the 
banks of the United States had loaned out 
to farmers on personal and collateral se- 
curity about $3,869,000,000. Estimates of 
annual store credit vary from one billion 
to three billion dollars. The total volume 
of farm credit in the United States is prob- 
ably in excess of twelve billions. 

What the farmers have to pay for short- 
term credit is, from their point of view, a 
very sad story. Interest on short-term bank 
loans averaged 7.6 per cent. for the whole 
country in 1923, but interest rates on store 
credit run as high as three times that rate 
in certain states. The average amount of 
interest for merchant credit in selected 
areas in North Carolina in 1921 was 22.3 





The 


Business Library 
By Frank A. Fall, Litt.D. 


Derector of Education and Research, N.A.C.M. 


per cent. 
cies for merchant credit were: landlords, 
21.5 per cent., factors, 14.2 per cent.; and 
agents 17 per cent. During the same year 
the average cost of merchant credit in 
Georgia was 24.3 per cent, and in 1923 in 
Tennessee it was 11.6 per cent. 

A study of rural store credit in New 
York State in 1921-22 showed that the 
average rate of interest charged by all 
stores in the countries covered was 13.8 
per cent., which was from two to three 
times the usual charge for bank loans. Ac- 
cording to a Texas study on merchant 
credit in 1925 the average rate of interest 
paid was about 20 per cent. 

The farmer has, of course, many other 
problems as serious as high interest rates, 
and Dr. Yoder discusses them with a sym- 
pathetic insight and discrimination. His 
preparation for this task has extended 
through many years of study and teaching. 
After taking his bachelor’s degree he 
taught for four years in rural high schools 
in North Carolina, later doing graduate 
work which gave him his Master of Arts 
degree from the University of North Caro- 
lina and his Ph.D. from the University of 
Wisconsin. In his “Introduction to Agri- 
cultural Economics” he has produced a con- 
tribution to the literature of economics 


which will further enhance the fine reputa- - 


tion he has established as a teacher. 


What to Say—How to Say It 


Suaaes AND_ PROFESSIONAL SPEAK- 


—— P. Sandford and W. Hayes 
Yeager. A. W. Shaw Co., Chicago. 1929. 3 vols. 
374 pp. $6.00. 


The authors of this treatise, which the 
publishers have chosen to issue in the form 
of a small library rather than a large book, 
are in charge of the courses in public 
speaking at the University of Illinois. They 
have collaborated also in two other books 
—‘‘Successful Speaking” 
of Effective Speaking.” 

The division of the material into three 
volumes, while it substantially increases 
the binding cost, is of advantage to the 
user, particularly if he is a student and has 
to carry an armful of books around with 
him. For reference users, also, the small- 
unit plan works out well. There are seven 
chapters in the first book, ten in the second 
and eight in the third. 

Book One has the general title “Prin- 


and “Principles 









ciples of Persuasive Speaking.” The chief 
topics covered are: effective speech in 
business; analyzing the hearer; special 


speech devices (suggestion and imagery); 
organizing a talk; effective oral persuasion; 
and finding material. 

300k Two deals with “Types of Busi- 
ness Talks,” including oral reports, sales 
or promotional talks, inspirational ad- 
dresses, discussions of policy, speeches of 
courtesy and good-will, after-dinner speak- 
ing, talking over the telephone and radio, 
and conducting a meeting. 

Book Three is devoted to “The Personal 
Conference.” In this section the authors 
stress the importance of conference speak- 
ing, show how the conference should be 
analytically planned in advance, outline the 
parts played by the conferer and the con- 
feree, and suggest how the conference 
should be closed with a “yes-response” on 
the part of the conferee. 

On page 66 of Book One there is a 
graphic “layout of a talk” which, if gen- 
erally followed, would contribute much to 
the efficiency of speakers and the comfort 
of listeners. “Specific purpose” is the key- 
note of the layout, as it unfortunately is 
not of many of the speeches we have ‘to 
hear. Under this general heading are “In- 
troduction,” ‘“Main Ideas,” and “Con- 
clusion.” 

The introduction, according to the blue- 
print, should “arouse interest” and “state 
purpose.” Each main idea should be de- 
veloped by reference to specific cases, com- 
parisons, statistics and expert opinion. The 
conclusion should restate the main ideas 
and appeal for action. The general plan 
should be governed by the material avail- 
able, an analysis of the hearer, the ele 
ments of interestingness (at least a nine 
dollar word), and the time allotted. 

The best order for planning the parts of 
a speech is suggested as follows: 


Specific purpose 
Main ideas 
Speech details 
Introduction 
Conclusion 


VwroNnNr 


This is a particularly good piece of col- 
laboration. The joints do not stick out, 
nor do they creak. It is impossible to dis- 
cover where Professor Sandford leaves off 
and Professor Yeager begins. And their 
combined message has real value for busi- 
ness executives, who are rapidly learning 
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that if they aspire to succeed they may be 
inglorious but they cannot possibly be mute. 


A New Approach to Eco- 
nomics 


RAW MATERIALS OF INDUSTRIALISM. 

Hugh B. Killough and Lucy W. 
Thomas Y. Crowell Company, N. Y. 1929. 407 
pp. $3.75. 

This volume is a collaboration between 
Dr. Hugh B. Killough, associate professor 
of economics at Brown University, and Dr. 
Lucy W. Killough, assistant professor of 
economics at Wellesley College. 

It approaches economics from a point of 
view that has had much emphasis during 
the past few years. That without raw ma- 
terials there could be no production and no 
industrial development is, of course, ob- 
yious. But the economists have not, until 
recently, given this basic fact the promi- 
nence it deserves. 

The study has five chief divisions: tex- 
tile fibers, crude products of the forest; 
population and the food supply; minerals ; 
and fuel and power. In addition there is an 
introductory chapter on the increasing eco- 
nomic significance of industrial raw ma- 
terials; one on the interdependence af na- 
tions for raw materials; and two on the 
influence of raw materials upon economic 
thought and practice. 

In raw materials the authors find a cause 
for dissimilar cycles of industrial growth. 
They remind us that Great Britain, Ger- 
many, Japan and the United States are not 
the only countries which are seeking pros- 
perity through exploitation of natural re- 
sources. The people of France, Italy, 
Spain, and other countries of Europe, as 
well as those of Canada, Australia, New 
Zealand, Brazil and other countries of the 
new world are also awake to the possibili- 
ties of scientific methods of production and 
extension of world commerce. 

England, the United States and Germany 
have progressed through similar cycles of 
industrial awakening, industrial expansion, 
and industrial maturity. More than one- 
half of the population of each of these coun- 
tries is engaged in manufacturing, trading 
and supplementary occupations, and less 
than half in agriculture. In each country 
the making of iron and steel goods is the 
greatest industry. The authors do not be- 
lieve, however, that the patterns of indus- 
trial evolution in all countries will coincide 
with those of Great Britain, Germany and 
the United States, because some countries 
are deficient in coal, in water power, in 
iron ore, and in other mineral resources, 
while some lack sufficient land for the pro- 
duction of foodstuffs, textile fibers and 
other organic materials in great abundance. 

Never before, the authors conclude, have 
the advantages of territorial division of 
labor and of unfettered commerce between 
regions been so great as they are in the 
twentieth century. Continued development 
of transportation facilities, technical im- 
Provements, and scientific knowledge and 


Killough. ° 


widespread education encourage each re- 


gion to develop most extenstively those | 
branches of industry for which nature has | 


best fitted it. 

Regional specialization should encourage 
a greater volume of world commerce and 
thus contribute to greater material pros- 
perity throughout the world. Never be- 
fore has a comprehensive knowledge of ma- 
terial resources been so necessary to an 
understanding of the growth of industrial- 
ism throughout the world as it is at the 
present time. 


Up to the Creditors! 


RITING in the Current His- 

tory Magazine, Harold Rem- 
ington, author of the nine-volume 
treatise on the Bankruptcy Laws of 
the United States, points out that our 
“bankruptcy law is based on the 
democratic principle that, in the 
event of a debtor’s insolvency, the 
creditors, who are the beneficiaries 
of the insolvent fund, should have 
charge of the administration of his 
estate. The bankruptcy law places 


the selection of the trustee in bank- | 
tuptcy in the hands of the creditors | 
by majority votes, and discounten- | 
interference with their | 
choice on the part of the court.” He | 


ances any 


calls attention to the fact that there 
exist organizations of credit men who 


are “well equipped for economically | 
and efficiently caring for the respec- | 


tive trade interests of their various 
classes of members.” 


And the right way is for creditors | 


to show unstinted interest in the 


bankruptcies where their own funds | 


are involved. 


our firm 


doesn't need 

more help; 
it needs 

more Z7me 


One sure way to gain time is to 
provide instant dictation service. 
Put an Ediphone at a dictator’s 
desk and see his time for other 


duties increase from 10 to 20%. 


The Ediphone and the tele- 
phone, for written and oral mes- 
sages, take the lost motion out 
of communications, with a time 


gain... like adding more help. 


Let us prove this at your desk, Tele- 
phone “The Ediphone,” your City, and 
ask for the book, “An Easy Way to Chart 
Your Correspondence.” 


“The desirable co-operation of the | 


creditors involved in the particular | 
business failure can be obtained,” he | 
says, “whether the community be | 
metropolitan or not. The bankruptcy | 


law is an easy law to administer suc- 
cessfully if its administration is gone 
about in the right way.” 


To the Editor: 


The September issue is a “knockout” 
and I suppose I was attracted to it through 
that bang-up cover you have. The Crepit 
MonTHLy is surely on the right track and 
we predict a broadening field. 

The article which particularly seems to 
be of value to all members is the one on 
Bankruptcy Administration by W. Ran- 
dolph Montgomery on page seven, and I 
would say that he certainly makes good on 
making definite proposals for improvement. 
Can’t these definite suggestions be brought 
forward to some legislative body which 
will see that something is done? Why 
not havee Montgomery write a series of 
these articles and keep on hammering away 
with just such experiences as this? 


H. T. Futon, 
The Blodgett-Beckley Company 
Toledo 


Ask for Travel Service 
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j ‘ Havoc — 


Property of every de- 
scription is subject to 
damage from the use, 

v4 storage or transporta- 


tion of explosive mate- 
a rial. 


The power inherent in 
certain factors used in 
manufacturing proces- 
ses, building construc- 
tion, locomotion and 
heating is released fre- 
quently without warn- 
ing, destroying hun- 
dreds of thousands of 
dollars in value, and to 
the detriment of busi- 
ness and credit. 


we. 


f 





The effects of such 
catastrophe could be 


offset by the protection 
of 


Explosion Insurance 


Take the advice 
of the National 
Liberty Agent 
when he suggests 
this important 
coverage to you. 


emt 


st Americ. 


1071 Sixth Ave. 
New York 





Over $80,000,000 Losses 
Paid Since Organization. 





Answers to 
Credit Questions 


National Association of Credit Men 


As To Legal Advice 


HE National Association of 
Credit Men supplies answers 

to credit — and some of 
the answers, of general interest, 
are printed regularly in the Credit 
Monthly. Advice cannot be given, 


however, regarding legal rights 
and liabilities. Such advice should 
be obtained from an attorney to 
whom all the facts should be 
stated. When such inquiries are 
received, information is furnished 
only as to the general principles 


of law involved. 
—E. P. P. 


| Use of Funds from Bankrupt 


Estates in Criminal 
Prosecution 


Q. Under the 1926 amendments of 
the Bankruptcy Act, may funds obtained 
by the Trustee from the sale of the 
bankrupt’s assets be used to defray costs 
and expenses of a criminal prosecution 
under the Bankruptcy Act? 

A. In the matter of Maurice Levine, 
bankrupt, in the United States District 
Court for the Eastern District of Penn- 
sylvania, it was held that the duties im- 
posed upon the Trustee under the 1926 
amendment of sub-section E of section 29 
of the Act do not require him to employ 
assistants and spend money in connection 
with assisting the United States District 
Attorney to prepare a criminal proceeding 


| for trial. 


Liability of Manufacturer 
Q. Can a jobber charge a manufac- 


| turer with the profits on all orders that 


were placed for direct shipment which 
had not been shipped in time and which 


| were cancelled on account of the manu- 


facturer being unable to take care of all 
of his orders? 

A. Whether or not a jobber can recov- 
er from a manufacturer loss of profits on 
orders placed with and accepted by a 
manufacturer for shipment direct to the 
jobber’s customers, depends on the pecu- 
liar circumstances of the case. If the 
manufacturer seasonably notifies the job- 
ber that it is unable to fill the orders and 
the jobber can place the orders elsewhere, 
then the jobber’s measure of damage is 
not profit on the order as originally placed, 


| but the difference between the price at 


which the manufacturer had agreed to sell 
the merchandise to the jobber and the 
price which the jobber is required to pay 
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to obtain the same merchandise elsewhere. 
If the conditions of the industry are such 


that the jobber is unable to obtain the 


merchandise elsewhere and the jobber sys. 
tains actual loss of profit because of his 
inability to fill the order, the measure of 
damages would be the profit which the 
jobber would have made on the orders, 
had the orders been filled. 


Proving Claims in Bankruptcy 
Compositions 

Q. Can a creditor prove his claim in 
bankruptcy after a composition has been 
confirmed by the Court? 

A. In a recent decision in the matter 
of M. D. Mirsky & Co., Inc., Bankrupt, 
Circuit Court of Appeals for the Second 
Circuit, this question was decided as fol- 
lows : 

“The claims of a scheduled creditor 
against a bankrupt estate may be allowed 


even if proof of claims was filed after a’ 


composition had been confirmed by the 
district court, where the debt was disputed 
and was secured by the filing of a surety 
bond conditioned on payment of the claim 
which might later be proved. 

“However, an unscheduled creditor may 
not file his proof after the composition had 
been confirmed since, if he did not know 
of the composition proceeding, the dis- 
charge does not bind him under section 
14-c and 17 of the Bankrupt Act, and if 
he did know of the proceedings and did 
not file a proof of his claim before con- 
firmation, it is his own neglect. On the 
other hand, if the omitted creditor does 
not learn of the proceedings in season the 
discharge does not bind him. Such a cred- 
itor may at once resort to the bankrupt’s 
assets which would revert to him upon 
confirmation of the composition and if 
the debt has been fraudulently omitted 
from the schedule the composition may be 
set aside within the time limited by sec 
tion 13. Hence, omitted creditors are 
amply protected and the bankrupt has ev- 
ery inducement to schedyle all his debts.” 


Bankruptcy 

Q. Is it proper for an attorney for @ 
receiver to deduct 15% of the amount 
of a dividend check where the claim was 
filed directly with the receiver, and 
where no power of attorney was given 
to the attorney for the receiver? 

A. Under the facts as stated, the at- 
torney for the receiver has no right to de- 
duct a fee and the creditor should not ac- 
cept the check but should take the matter 
up with the referee in charge of the case. 
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Retail Credit Study 


Wilbur C. Plummer of the Domestic 
Commerce Division of the U. S. Depart- 
ment of Commerce summarises as below 
the “Study of Credit Conditions and Causes 
of Failure among Grocery Retailers in 
Louisville, Ky.”, made at the request of 
the Louisville Retail Grocers’ Association. 
The report is related to the National Re- 
tail Credit Survey being made by the Do- 
mestic Commerce Division. 


1. Statistical evidence on credit 
losses proves conclusively that lack 
of care in granting credit to custom- 
ers is an important cause of failure 
among retail grocery stores in Louis- 
ville. An examination of 30 stores 
which were in such condition finan- 
cially that they were on the verge of 
bankruptcy showed that as a group 
they had an average credit loss sever- 
al times as great as that of the re- 
mainmg 386 stores which were 
studied. 

Computing a credit-loss ratio for 
each store by taking the ratio of bad 
debts to total sales (cash and credit), 
five stores were found with the enor- 
mous losses of 13,4, 13.8, 14, 22, and 
33.8 per cent., respectively. The 
average credit loss for well-conduct- 
ed grocery stores is less than 0.5 per 
cent. If the credit-loss ratio is com- 
puted by taking the ratio of bad debts 
to credit sales, the losses of the five 
stores were 31.8, 17.5, 19.2, 25, and 
37.4 per cent., respectively. In the 
case of these five stores, easy credit 
alone was enough to put them out of 
business. In the case of 12 others 
among the 30 “prospective” bank- 
rupts, easy credit was a major con- 
tributing factor. 

2. Easy credit from wholesalers 
to retailers, was also found to be a 
cause of failure. A certain grocer 
was studied as a prospective failure, 
as he was in financial difficulties. 
Notwithstanding the fact that this 
man had failed in another line of 
business, that one wholesale establish- 
ment had collected by the magistrate 
since he had been in the grocery 
business and another one had threat- 
ened to sue him, and that bills to 
other wholesalers were from 30 to 60 
days overdue, goods were still being 
sold to him on credit. 

An examination of the liabilities of 
those merchants who had actually 
failed and whose accounts had gone 
through the courts was strong proof 
of easy credit. One man failed ow- 
ing more than 50 creditors, most of 
them wholesalers, jobbers, and manu- 
lacturers. Another failed owing 
More than 40 creditors, among whom 
were wholesalers with bills of $400 


to $500 each. 


All wholesale establishments did | - 


not extend credit in a lax manner. 
Wide differences in policy in this 
respect was found. 

3. There were at least two cases 
among the 30 prospective failures in 
which chain-store competition was 
an important factor. 

4. Dishonesty was not found to 
be a cause of failure among grocers 


but sometimes was a result of it. | 
here and | 


There were indications 
there that when a man was about to 


go into bankruptcy he disposed of | 
his stock rather quickly, often to | 


friends or relatives. 


5. The facts gathered seem to show | 
that inexperience was relatively not 


an important casual factor; they in- 


dicate rather that merchants failed | 
to profit by the experience which | 


they had. 
The surprising fact is not that 
these merchants, taken as a group, 


lacked experience but that a num- | 


ber of them should be on the verge 


of failure after having served ap- | 
prenticeships as grocery clerks and | 


after having weathered the storms of 
actual business for periods of 10, 15, 
and 20 years. 

6. Percentages of credit loss tend 
to vary inversely with the size of the 
business. Grouping according to 
the volume of their total sales 416 
stores representing all sizes of estab- 
lishments and all sections of the city, 
the fact is brought out in a striking 
manner that the larger the stores the 
smaller proportion of bad-debt losses. 

7. The data collected on the use 
of a credit bureau in carrying on 
credit business show that, as a rule, 
the stores which used a credit bureau 
had fewer bad debts than those which 
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you 
may travel 


Aetna 


protection 





goes 


with you 


AETNA-IZE 


| See the 4Etna-izer in your commu- 
| nity. He is a man worth knowing. 


did not: The difference is quite pro- | 


nounced. 


Cow-Bells for Debtors 
N modern French slang, a “clo- 
chard” is’ an individual who, by 
earning a few sous here and therey 
manages to keep from sinking into 
the class of public charity ward. 
The derivation of this term “clo- 
chard” is interesting from the credit 
point of view. In olden times, “clo- 
chard” meant a delinquent debtor, 
who was driven out of town by his 
creditors. These latter rang a large 
wooden bell or “cloche” to call pub- 
lic attention to his disgrace. 
The “clochard” of today is proud 
of his ancestry. He feels that no one 


| The Altna Life Insurance Company ~« Thé tna 
| Casualty and Surety Company ~ The. Automobile 
| Insurance Company ~ The Standard Fire Insurance 
| Company of Hartford, Connecticut, write practica ly 
every form of Insurance and Bonding r 


can call the descendant of a delin- | 


quent debtor a beggar. 
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| To the Editor:— | 


Meeting Credit Executives Through 
the Credit Monthly 


For some time, I have been intending to 
write and congratulate you upon the very 
noticeable progress that has been made in 
the contents of the Crepir Monruy dur- 
ing the past year or so. For one reason or 
another, I have put this off until to-day 
when I noted the inauguration of a new de- 
partment to be called the “Credit Man- 
ager’s Office.” 

Perhaps I should be ashamed to say it, 
but in my estimation the Crepir MoNTHLY 
used to fall in the class of the proverbial 
dry-as-dust publications. It was always 


Sa ia TT 
“ 


Pe DW Ae 


worth while reading, and I have read it 
every month for a number of years, but for 
some reason it did not have the interesting 
appeal—to me at least—that seemed to be 
apparent in some other trade magazines. 

The Crepir MonrHiys during the past 
year or so seem to have suddenly braced 
up, quickened their pace, and now they hold 
out a real attractiveness. The articles take 
on a different aspect, and what is more im- 
portant, you seem to get more of the stuff 
a credit and collection man actually needs 
to know into the paper. It’s like getting 
together with other credit executives and 
talking over the problems that actually 
come up in credit and collection work from 
day to day. 

Maybe it’s me. Maybe I have read the 
monthly just long enough to begin appre- 
ciating it, but my personal opinion is that 


XTENDING 


credit is a mat- 


ter of judgment — 


with Chance playing 


a part. Credit Insur- 


ance protects against 


the unforeseen. 
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it is a better paper now, and I am sayj 
so. More power to you, and may you 
progress continue. 


C. G. BEARpsLey, 
Taylor Instrument Companies, 
Rochester 


Paying Salesmen to Collect? 


We are considering the advisability 9 
paying bonuses to our salesmen ‘for the 
collection of overdue accounts. We would 
therefore be glad to learn the experience 








of other concerns which have tried this N 
plan. Any company having had exper by 
ience along this line, or knowledge of ) 
other concerns have handled the problem, § Credi 
will be conferring a favor upon us and appea 
probably other concerns by writing on the Pp 

subject to the Crepir MONTHLY, C 

C. S. PB and 

Cleveland. ing 

thei 

man 

How a Bank Gets Business - 
Competition among banks for desirable case 
accounts is certainly getting keen. A few has 
days ago I rented a safe deposit box in pay! 
one of the branches of the National CG mon 

Safe Deposit Company. The man in goo 

charge asked whether I had an account in whe 

the National City Bank. I replied: 4 pay 
have had my account in the Corn Ex Th 
change for more than twenty years and ‘hicl 

see no reason why I should change.” He W 

made no comment, but I saw a determined not ¢ 

look on his face and he evidently got busy bring 
at once, for the papers announced the Na- 

tional City-Corn Exchange merger the — Mana 

next morning. These bankers are fast § ticulz 

workers. Dt 
F. A, F. 

New York the s 
term. 
was < 

An Asset to the Organization en te 
In March 1914, our Adjustment Bureau § coun 

was incorporated as a part of the Chat- 1920 

tanooga Association of Credit Men, and 

Mr. John Stagmaier, President of Stag- § of di 

maier & Company, and also President of ergy 

about one-half dozen more of our lage in- : 

dustries, was elected our president. Mr. — “00 

Stagmaier is a very busy man, yet in all — need 

of the succeeding years that he has been bega 

our President, he has never missed but : 
one of our regular monthly Directors meet- taile 
ings, and the reason he missed this meeting f obta 
was that we did not want him at that 
meeting and did not notify him of it being 

held, because at that meeting we were lay- 

ing plans for the celebration of his forty- I 

four years in business in Chattanooga, at t 

which dinner party our Directors present- § dati: 

ed him with a silver service. cred 
Such men as Mr. Edgar L. Ide of the 

Los Angeles Association—who was men- — “Ail 

tioned in a recent letter to the editor of § take 

the Creprr MontHity—and Mr. Stagmaier dos 
are certainly great assets to our associa 

tion work. men 

J. H. McCatrum, thre 

Chattanooga : 
mf 
mar 

Stills on Instalment for 
I see by an Associated Press Despatch low. 

that “stills and other liquor-making para- T 

phernalia can be purchased in Uniontown, tual 

Pennsylvania. on the instalment plan, ac | 

cording to District Attorney J. B. Adams, — 2. 

who is conducting a war on bootlegging: § mol 

in Fayette county. The District Attorney 

said that several navments were due on@ sho 

still seized recently.” met 

R. T. Bapen. on. 


Baltimore 










Despatch 
ng para- 
1ontown, 
plan, ac- 
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stlegging 
Attorney 
jue ona 
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N Special Bulletin No. 68, issued 

by the National Association of 
Credit Men, the following paragraph 
appears : 

Competition among manufacturers 
and wholesalers has led to the grant- 
ing of excessively long sales terms to 
their merchant customers. The sales- 
man induces the retailer to order mer- 
chandise by setting the due date 
months ahead; but in a great many 
cases it is the Credit Manager who 
has to sell the customer the idea of 
paying for the goods after the sale is 
months “cold,” and usually after the 
goods have been sold at retail and 
when the merchant needs his money to 
pay other current bills. 


This bulletin deals with a subject 
which every Credit Manager should 
not only have in his files but should 
bring to the attention of the general 
management of his company, and par- 
ticularly of the Sales Manager. 

During the War period, 1916-1918, 
the seller was in a position to control 
terms, and also during 1920 there 
was a wonderful opportunity to short- 
en terms and close up on cash dis- 
counts. During the latter part of 
1920 and in 1921, however, a period 
of depression set in, and greater en- 
etgy was required for the distribu- 
tion of merchandise. To meet this 
need, the manufacturers and jobbers 
began to offer inducements to the re- 
tailers for mass buying in order to 
obtain mass distribution. 













































Beginning of Abuses 


It was at this time that the plan of 
dating terms appeared to complicate 
credit problems. Along with this 
came the breakdown of what it had 
taken time to build up, a better and 
closer tie-up on cash discounts. Sales- 
men of various lines traveling 
throughout their territories succeeded 
in persuading their houses to accept 
many excuses for concessions, in the 
form of datings, discounts, and al- 
lowances. 

This practice now prevails in vir- 
tually all lines of distribution, such 
as hardware and allied lines, auto- 
mobile accessories, automobile repair 
shop machinery, filling station equip- 
ment, electric refrigeration, and so 
m. Terms covering periods as long 


















Datings and Discounts 
Where Are They Leading Us? 


By T. M. Nesbit 


Sec.-Treas. Moore-Handley Hardware Co., Birmingham 


as nine months are being offered. 

This dating inducement is not be- 
ing confined to the really legitimate 
prompt payer, but is gradually work- 
ing its way down the line to the slow 
paying customers. The purpose of 
these concessions to the weaker cus- 
tomers is to control their entire vol- 
ume of buying, which, in most in- 
stances, is already in excess of the 
credit to which they are entitled. It 
seems to be the desire of the Sales 
Department to distribute in mass 
rather than on a basis of conservative, 
money-making quantities. And it is 
difficult to determine where the Cred- 
it Managers are going to land with 
their accounts. 


Customers Oversold 


I have in mind several customers 
who were seriously handicapped by 
having been oversold on dating com- 
modities and who have been for some 
time struggling to get themselves in a 
proper financial condition, which it 
seems doubtful they will ever be able 
to do. 


Cutting the price of goods by 
lengthening the terms lessens the 
proper turnover and is entirely un- 
sound. I, for one, should be glad to 
see a strict adherence to terms of 
thirty or sixty days, dependent upon 
the commodity, with no term exten- 
sions granted, regardless of what fac- 
tories might offer us for “seasonable 
merchandise.” Many firms get in 
financial trouble by expanding beyond 
their financial ability and extend 
credit when they do not have funds 
to furnish for extension, depending 
upon the jobbers and manufacturers 
to grant them long terms so that they 
can make their collections. In the 
event of crop failures, they are un- 
able to make collections and find 
themselves in financial difficulties. It 
is seldom that an account, which has 
bought only for its immediate needs, 
gets into difficulties from which it 
cannot extricate itself. This, I con- 
tend, proves conclusively that this 
system of buying is far better than 
the long term extended payment plan. 





The matter of discounts is one that 
comes up repeatedly. The discount 
allowance has its merits and demerits. 
It is used among a number of houses 
to control trade and frequently is ex- 
tended to an unreasonable time. It 
is the policy of our house to adhere 
firmly to discount terms and permit 
no abuse whatsoever. In some in- 
stances, the salesman has taken up 
the matter of an undeserved discount 
with the customer and, by insisting 
on payment, has lost the account. We 
have found it necessary to tell some 
customers who abused the discount 
privilege that they would have to buy 
goods elsewhere if they did not ad- 
here to our terms and make discount 
payments within the prescribed time. 

The two questions of extended dat- 
ings and irregular discounts cannot 
always be settled by the Credit Man- 
ager, when he does not decide the 
policies of his company. He can, 
however, serve his own interests as 
well as those of his house by con- 
tinuing to make an issue of them and 
by putting himself on record as op- 
posed to long extended datings and 
discount abuses. 


U. of So. California Opens 
School of Merchandising 


HARRY TREGOE, for many 

e years Executive Manager of 
the N. A. C. M. and now professor 
of finance at the University of South- 
ern California in Los Angeles, is a 
faculty member of the new School 
of Merchandising, just opened by the 
University of Southern California. 

The new school, of which Dr. W. 
D. Moriarty is director, has been un- 
derwritten for the next five years. by 
leading merchandising organizations 
of Los Angeles and nearby cities. 
The School will admit as special stu- 
dents, on recommendation from em- 
ployers, persons twenty-one years of 
age who have had two years of suc- 
cessful work in merchandising. 

The curriculum for the junior and 
senior years is especially elastic to al- 
low students who enter this field 
after two years of college work 
(either at Southern California or 
elsewhere) to take the basic back- 
ground courses along with the more 
specialized courses designed to pre- 
pare them for the field in which they 
are majoring. All resources of the 
university will be open to all students 
who come to the university either to 
begin or to continue the study of 
merchandising. 
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Canadian Bankruptcy Law 
(Continued from page 22) 


in Canada bear witness to the econ- 
omies, both of time and money, un- 
der the Canadian system. 


The principal differences between 
the Canadian system of bankrtupcy 
administration and the American sys- 
tem are two-fold: 

That the term “bankrupt” is ap- 
plied only to one who is adjudged 
bankrupt, after the filing of an in- 
voluntary petition. A debtor who 
voluntarily places his affairs in the 
hands of his creditors, invoking to 
that end the machinery of the bank- 
ruptcy court, does so, not by virtue 
of a voluntary petition in bankruptcy 
as in this country, but by virtue of a 
voluntary assignment for the benefit 
of creditors. In such case he is never 
a “bankrupt,” but is referred to 
rather as an “authorized assignor.” 
The importance of this lies in the 
fact that the term. “bankrupt” carries 
a stigma with it under the Canadian 
system, the involuntary petition be- 
ing used almost exclusively as a 
weapon against fraudulent or dishon- 
est debtors. Business men, being de- 
sirous of avoiding the disgrace of 
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he 














most | eing adjudged “bankrupt,” are quick 
to file authorized assignments, thus 
vattel giving to their creditors a better op- 
rend: | portunity of salvaging the assets or 
2 reestablishing the business, than is 
CS IM | the case where bankruptcy is resorted 
Case} ” only when all other means of 
avoiding the inevitable have been ex- 

> €Ms> | hausted. 
| and The Canadian authorities report 
vious that in Western Canada about 95 per 






cent. of all bankruptcy proceedings 
are commenced by the voluntary as- 
signment, and in Eastern Canada the 
majority of proceedings are com- 
menced in the same manner. 

Where proceedings are voluntarily 
instituted by the debtor, of course no 
delay ensues before a first meeting 
of creditors can be called for the elec- 
tion of a trustee, and the adminis- 
tration of the estate is greatly facil- 
itated. 

The second and most important 
difference between the Canadian sys- 
tem and the American system, lies 
in the power which is vested in the 
Trustee, to deal with the assets of 
the estate and to control its admin- 
istration. At the first meeting, the 
creditors elect not only the trustee, 
but in addition, one or more, but not 
exceeding five, “inspectors of the ad- 
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ministration by the trustee of the es- 
tate of the debtor.” 


These inspectors constitute a Cred- 
itors’ Committee, and are usually se- 
lected from among the largest credit- 
ors of the estate. They are paid 
their actual and necessary traveling 
expenses incurred in and about the 
performance of their duties, and re- 
ceive a fee for each meeting which 
they attend, which ranges from $2.00 
per meeting where the assets of the 
estate are below $5,000, to $10 per 
meeting, where the assets of the es- 
tate are $100,000 or over. 


With the election of the Trustee, 
and the appointment of the inspect- 
ors, supervision and management of 
the estate by the Court is, for all 
practical purposes, complete, except 
for the approval of the Trustees’ final 
account. 


To be sure, the Trustee may, from 
time to time, apply to the Court for 
directions, but the Act expressly pro- 
vides that the Trustee may, with the 
permission in writing of the Inspect- 
ors, do all or any of the following 
things: 


(a) Sell all or any part of the 
property of the debtor, including the 
good-will of the business and the book 
debts, by public auction or private con- 
tract ; 

(b) Carry on the business of the 
debtor so far as may be necessary for 
the beneficial winding up of the same; 

(c) Bring, institute, or defend any 
action or other legal proceeding relat- 
ing to the property of the debtor ; 

(d) Employ an attorney or any 
other agent to conduct any proceedings, 
or do any business which may be sanc- 
tioned by the inspectors ; 

(e) Accept as the consideration for 
the sale of any property of the debtor, 
a sum of money payable at a future 
time subject to such stipulations as to 
security or otherwise as the inspectors 
may think fit; 

(f{) Mortgage or pledge any part 
of the property of the debtor for the 
purpose of raising money for the pay- 
ment of his debts; 

(g) Refer any dispute to arbitra- 
tion, or compromise any debts, claims 
or liabilities ; 

(h) Make such compromises or 
other arrangements as may be thought 
expedient with creditors or persons 
claiming to be creditors, with respect 
to any debts provable against the 
estate ; 

(i) Make such comprémises or 
other arrangements as may be thought 
expedient with respect to any claims 
arising out of or incidental to the 
property of the debtor; 

(j) Divide in its existing form, 
among the creditors, according to its 
estimated value, any property which 
from its peculiar nature or other 
special circumstances, cannot be readily 
or advantageously sold; 

(k) Elect or retain for the whole 
or part of its unexpired term, or to 
assign or disclaim, any lease of, or 
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Dallas—May 12-16 


N. A. C. M. Convention Director Appointed 





Ettiot BALesttier, JR. 


XECUTIVE MANAGER STEPHEN 

I. MiLter, of the National As- 
sociation of Credit Men, has issued 
formal notification of the acceptance 
of the invitation of the Dallas Asso- 
ciation of Credit Men to hold the 
thirty-fifth annual Convention of the 
N. A. C. M. at Dallas. 

“The splendid spirit the Dallas 
people are showing in all their pre- 
liminary contacts with the National 
office and the Convention Director 
augurs well for the success of the 
Convention,” says the Executive 
Manager. “Dallas is a beautiful city 
in a beautiful section of the South- 
land and the time set for the Con- 
vention, May 12-16, is the most ideal 
time of the year for that section. 
Dallas combines most happily the 
splendid Southern hospitality of the 
true South, the breezy generosity of 
the West and a national business 
viewpoint that gives to them a com- 


plete understanding of the business 
needs of our Nation.” 

Elliot Balestier, Jr., has been ap 
pointed Convention Director and his 
enthusiasm for the success of this 
Convention is backed by four years 
of convention experience. Every 
local association secretary and the 
entire membership of the Nation As 
sociation of Credit Men will give to 
him and to the members of the Con- 
vention committee their heartiest sup- 
port. 

Complete information as to rail 
road rates, hotel accommodations and 
rates, special train and boat trips will 
go out to the N. A. C. M. member 
ship at a sufficiently early date to 
permit everyone to make arrange 
ments to attend what is expected to 
be the biggest and best Convention 
in the history of the National Asso- 
ciation of Credit Men. 





other temporary interest in any prop- 

erty forming part of the estate of the 

debtor. 

The foregoing powers are in dis- 
tinct contrast to the provisions of the 
American Bankruptcy Act, which re- 
quire ten (10) days notice to credit- 
ors, and an order of the Court to per- 
mit the Trustee to sell or dispose of 
the assets, to bring or defend any ac- 
tion, or to compromise any contro- 
versy. 


Again, under the American sys- 
tem, application to the Court and an 





order is essential to permit a Receiv- 
er or Trustee to carry on the busr 
ness of the debtor, or to retain any 
attorney or agent. 

It is noteworthy that under the 
Canadian system, attorneys are emir 
ployed only when the inspectors att 
thorize it, and then only for specifit 
duties such as to examine the debtor, 
or to institute or to defend an action 

In short, the Canadian Act brings 
to the administration of estates im 
bankruptcy, essentially the features 
which are familiar to American cred- 
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itors in adjustments and settlements 
out of Court, freed from the burden 
of Court supervision except in the 
essentials, and relieves them from the 
payment of burdensome fees and 
charges, at the same time assuring to 
creditors the protection which a Court 
proceeding affords and placing the 
quthority of the Court behind the 
liquidating agency. 

In order to protect the assets prior 
to the election of the Trustee, a Cus- 
todian is usually appointed in Can- 
ada. This official is to be chosen 
“from the most interested creditors.” 
In practice, in Canada, the Trustee 
and Custodian are usually the same 
person or organization. Organized 
trustees have grown up throughout 
the Dominion, which are responsible 
corporations making a business of 
ating as Custodian and Trustee in 
Bankruptcy, and which receive only 
compensation for their expenses as 
Custodian, and a. fee of not more 
than 5 per cent. as Trustee. This 
basis of compensation has been found 
sufficient to enable the Trustee or- 
ganizations to operate at a profit. 


A complete summary of the provi- 
sions of the Canadian Bankruptcy 
Act by H. P. Grundy, P. C., of 
Winnipeg, who drafted the Act. 
will be published in the 1930 edi-- 
tion of the Credit Manual of Com- 
mercial Laws with Diary. A study 
of the provisions of the Canadian Act 
itself, and of the summary just re- 
ferred to, will provide interesting and 
profitable suggestions to anyone in- 
terested in improving the admintstra- 
tion of the United States Bankruptcy 


Bankruptcy Fees 


To the Editor: 


The September issue of Crepir MonTH- 
ty has been very interesting to the writer, 
and particularly the two articles on the 
subject of Bankruptcy administration. 

We have heretofore been penalized by 
undue and unreasonable fees against which 
we have filed complaints with the At- 
torney for the Los Angeles Wholesalers’ 
Board of Trade, which is the local ad- 
justment bureau of the National Associa- 
tion, and it has been possible to secure a 

ion which, however, has only been 
a partial relief. 

We are calling this to the attention of 
office of the Secretary of the Los 
es Credit Men’s Association so that 
Suggestions in the article referred to 
whe placed before him for the benefit 

of his views. 

Eart E. Eaton, 

California Hardware Company 

Los Angeles 


ECURITY—the thing universally sought in all 
true investments—is an equally important con- 
sideration when you invest in insurance. 


Resources in excess of $70,000,000 and a record for 
prompt and fair settlement of claims constitute the 
security offered to holders of United States Fidelity 
and Guaranty Company policies. 


United States Fidelity 
and Guaranty 
Company 


With Which Is Affiliated the 
Fidelity & Guaranty Fire Corporation 


BALTIMORE MARYLAND 
Over 8,000 Branches and Agencies in United States and Canada 


Great American 
Insurance Company 


c: NewBark 


Company 


INCORPORATED - 1872 


CAPITAL. 


$16,000,000 


LOSSES PAID POLICY HOLDERS 


$204,088.888.03 


* FIRE, MARINE AND KINDRED INSURANCE 


HOME OFFICE, ONE LIBERTY STREET, 
NEW YORK CITY 


AGENCIES THROUGHOUT THE UNITED STATES, CANADA, 
CUBA ano PORTO RICO 


When writing to advertisers, please mention the Credit Monthly 




























































50 


New Bad Check Law in 
West Virginia 


NEW bad check law was en- 

acted by the West . Virginia 
Legislature, effective on or about 
June 1, 1929. 


This statute provides that any per- 
son who with intent to defraud shall 
make, draw, issue, utter or deliver 
any check, draft or order for the pay- 
ment of money upon any bank or 
other depository, and thereby obtain 
from such other any credit, credit on 
account, money, goods or other prop- 
erty or thing of value, knowing that 
the maker or drawer had not suffi- 
cient funds in, or credit with such 
bank or other depository for the pay- 
ment of such check, draft, or order 
in full shall be guilty of a misde- 
meanor if the amount of the instru- 
ment be under $20; and if the instru- 
ment be for $20 or more, shall be 
guilty of a felony. 

The statute further provides that 
the making, etc., of a check, etc., 
upon such bank or other depository 
“by any person knowing that there is 
not sufficient funds or credit in such 
bank or depository from which the 
same can be paid on presentment 
shall, as against the drawer, be 
prima facie evidence of knowledge of 
insufficiency of funds or lack of 
credit and of intent to defraud; pro- 
vided, however, that if such check, 
draft or order be paid at any time 
previous to the trial or examination 
of such person before a justice of the 
peace, or before indictment of such 
person by a grand jury, then no pre- 
sumption of knowledge of insuffi- 
ciency of funds, or lack of credit and 
of intent to defraud shall arise.” 

The clause above quoted is obvi- 
ously an attempt to shift the burden 
of proof with respect to knowledge 
of insufficiency of funds, lack of 
credit and intent to defraud upon a 
defendant who has not made good 
the check prior to trial or indictment. 
That the statue wil have this effect 
is doubtful in view of the inept 
wording of the quoted clause. In the 
language of the statute as drawn, it 
is necessary to prove knowledge in 
order to establish the prima facie evi- 
dence of knowledge of insufficient 
funds! The West Virginia Legisla- 
ture has apparently injected an error 
into the Act which will require a de- 
cision of the Supreme Court of West 
Virginia to interpret. This new law 
is one of the many new statutes which 


will be reviewed in the 1930 edition 
of the “Credit Manual of Commer- 
cial Laws with Diary,” published by 
the National Association of Credit 
Men. W. R. M. 


Our Young Giant 
(Continued from page 12) 


Other items are flowers, jewelry, 
extra parts for light machinery and 
drugs. Keen merchants are quick to 
see the desirability of displaying new 
articles of clothing a few days or 
hours ahead of their competitors and 
they are employing planes to bring 
advanced stocks of merchandise. It 
is said that in some instances refrig- 
eration planes are carrying sea-food 
from the coast to inland cities. The 
near future will bring new planes, 
dirigibles and airports, and the air 
service will be multiplied many times. 
We will ride in giant planes from 
coast to coast at unheard of speed 
and become accustomed to the rapid 
shipment of freight by air. Regular 
passenger and freight lines of huge 
dirigibles will probably be _ estab- 
lished for ocean travel. 


As the airplane industry advances 
aviation insurance will keep pace with 
it. Insurance, the great protector of 
credit and bulwark of commercial 
development, will assist the growth 
of this new industry as it has many 
others in the past. A new problem, 
however, has arisen for the credit 
manager. He finds that he must 
consider purchasers of aviation sup- 
plies not only according to the three 
C’s of credit, Character, Capacity 
and Capital, but that he must rate the 
inexperienced and the careless in- 
dividual as well as the impractical 
and improvident inventor. Large 
numbers of new aviation enterprises 
have sprung up like mushrooms dur- 
ing the past few months. Some will 
succeed but many are doomed to fail- 
ure. The credit manager can pro- 
tect the public, as well as his own 
company’s interests, by following a 
strict course in granting credit. 
Where the hazards are so great, in- 
surance is the essential safeguard for 
all concerned. 


Credit managers, recognizing only 
sound and conservative production 
combined with the practical plans of 
experienced manufacturers, can ma- 
terially aid in placing the great new 
industry of aviation on a firm foun- 
dation of business credit. 
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Checks Drawn for Less 
Than One Dollar 


CHECK for two cents recent. 

ly drawn by Henry Ford was 
reproduced in the Crepir Montag 
for September; and readers in 
ana, Kansas, Michigan, Mi 
New York, Wisconsin and elsewh 
have raised the question as to hi 
much danger, by so doing, Mr. Ff 
ran of paying the penalty of a fir 
$500 or a prison term of six mom 
or both. An Act of Congress, Jj 
17, 1862, prescribing these penalti 
evidently intended to prevent cor 
tition with the fractional paper 
rency of that period, declared th 






















“No private corporation, banking 
sociation, firm, or individual 
make, issue, circulate or pay out any 
note, check, memorandum, token, 
other obligation for a less sum f 
one dollar, intended to circulate 
money, or to be received or used if 
lieu of lawful money of the U. S.” 
Appearing in the U. S. Code: 

1909 this law received considera 
attention and naturally lead ma 
persons to believe that it was unlawe 
ful to draw checks for less than one 


dollar. 


In the ’Seventies, however, one 
Aaron Van Auken had been indicted 
for circulating obligations in the fol- 
lowing form: 

Bangor, Mich., Aug. 15, 1874. 
The Bangor Furniture Company will | bu 


pay the bearer on demand, fifty cents, 
in goods, at their store in Bangor, 


Mich. 
(Signed) A. B. Hough, Pres. 
Chas. D. Rhodes, Treas. 
The indictment charged that Van 
Auken intended “to circulate these 
obilgations as money, to be received 
in lieu of lawful money of the U. S.,” 
etc. The judges of the Circuit Court 
were divided and opposed on two 
questions, namely: 
1—Whether the obligation set forth 
in the indictment is within any valid 
statute of the U. S. 
2—Whether the statute under which 
the indictment is found is constitutional. 
The U. S. Supreme Court held 
that the answer to Question No. 1 
was, No, and that it was therefore 
unnecessary to consider No. 2. It 
is this Supreme Court decision, 
U. S. vs. Van Auken, that seems to 
make it safe to draw checks for less 
than one dollar, provided the checks, 
drawn in the ordinary course of busi- 
ness, are not intended to be circulat- 
ed in place of lawful money of the 
United States. 
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1! + Credit Protection Drive 


Favored by Good Business Conditions 
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SIGMUND EINSTEIN, 
former president of the Chicago 
Association of Credit Men, chair- 

man for Chicago district. 


ITH their prospects of suc- 

cess enhanced by bright 
business skies in practically every 
section of the country, workers in 
the N. A. C. M. Credit Protection 
Fund Campaign are starting this 
month on the most intensive period 
of the entire year’s drive. Before 
the end of October, eighteen of the 
twenty-five campaign districts are 
scheduled to be actively at work. 

All of the first eleven districts, in- 
cluding Rochester, which has already 
raised 115 per cent. of its quota, are 
resuming their efforts with varying 
proportions of their prospect lists 
still to cover. Some districts, such 
as Providence, lack very little of 
reaching the quotas assigned. Oth- 
ers, such as New Orleans and To- 
ledo, which started late in the Spring, 
have a considerable share of their 
work still ahead. 

The Chicago committee, after 
months of careful preparation, has 
just launched its drive under the lea- 
dership of Sigmund Einstein, past 
president of the Chicago Association 
of Credit Men. The Kansas City 
district which includes Oklahoma 
City and Tulsa, Wichita, Joplin and 


Three Campaign Leaders in Credit Prot 





R. J. Dempsey, 
of the Weyenberg Shoe Manufac- 
turing Company, chairman for 
Milwaukee. 

St. Joseph, and Ft. Smith and Little 
Rock has started a vigorous cam- 
paign under the chairmanship of R. 
S. Kemp. 

As these western cities were get- 
ting under way, Boston, New York 
and Philadelphia resumed where they 
had left off in the Spring. In the 
Boston district, which includes four 
New England manufacturing states, 
most of the amount subscribed in the 
Spring came from Boston itself. 
This Fall, in addition to completing 
their work in the Boston area, the 
New England leaders plan to carry 
the campaign to a number of second- 
ary Cities. 

The New York district, which has 
already raised $275,000, is pursuing 
three special lines of endeavor in its 
determined effort to reach its quota 
of $500,000." The campaign is being 
extended to a dozen secondary cities 
in New Jersey, Connecticut and east- 
ern New York. The New York 
Credit Men’s Association has under- 
taken the task of solicitation among 
its own members who have not yet 
subscribed. Subscriptions are also 
being sought from a long list of 
firms interested as creditors in re- 





ection Drive 


Roy S. Kemp, 
of the Butler Manufacturing Co., 


chairman for Kansas 


City. 


campaign 


cent and current cases investigated. 

In the Philadelphia district, a 
clean-up campaign is being carried on 
in the city itself, and the drive is be- 
ing extended to Scranton, Wilkes 
Barre, Harrisburg and Easton. Cam- 
paigns are also being resumed in 
Pittsburgh, Cincinnati, Cleveland and 
Buffalo. 

The districts scheduled to start this 
month are St. Louis, Louisville, In- 
dianapolis, Baltimore - Washington, 
and Minneapolis - St. Paul - Duluth. 
The St. Louis district includes 
southern Illinois and eastern Mis- 
souri. 

Lexington, Ky., and the West Vir- 
ginia cities which started their cam- 
paigns in the Spring are to finish 
along with Louisville. C. W. White 
of the Logan Co., Louisville, is chair- 
man for Kentucky. 

The Indianapolis district includes 
Ft. Wayne, South Bend, Evansville 
and Terre Haute, each of which will 
have its own sub-chairman. The 
Baltimore committee is headed by 
Blake Bourne of the John E. Hurst 
Co., and the Washington committee 
by Charles W. Clayton of the F. P. 
May Hardware Co. 
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Bankruptcy 


BANKRUPTCY. Insurance on life of 
Bankrupt. Exemptions. 

The trustee seeks to reverse the decision 
of the referee holding exempt insurance 
policies on the life of the bankrupt, the 
beneficiaries in several of which are the 
wife of the bankrupt and, in one, two 
daughters. The policies had a cash sur- 
render value in excess of Three Thousand 
Dollars. The contention of the trustee is 
that by the provisions of Section 70a of 
the Bankruptcy Act of 1898, upon adjudi- 
cation, the cash surrender value must be 
paid to the trustee or the policies delivered 
to him. Held that the Supreme Court of 
Washington having construed the state’s 
law as exempting the proceeds of life in- 
surance policies from creditors of the in- 
sured when the beneficiary is one other 
than thesingured, the order of the referee 
is affirmed. Matter of Brix. U. S. Dist. 
Ct. Western Dist: of Wash., Northern Div., 
Decided August 9, 1929. 


* * * 


BANKRUPTCY. Priority. Mechanic’s 
Lien. «Homestead Exemption. 

Petition for review filed by Lee Smock 
Co., a creditor, complaining of an order 
of the Referee holding that the bankrupt 
is entitled. to the sum of $764.84 proceeds 
of the sale of the farm of the bankrupt, 
which s his.. homestead, subject to a 
mortgade to the. Federal Land Bank of 
Louisville, Ky:,"6n account of such home- 
stead and refusing to adjudge to the peti- 
tioner $632.70 thereof on account of a 
mechanic’s lien asserted by him. The 
bankrupt was indebted to petitioner in that 
sum for material furnished in the improve- 
ment of the homestead and it had perfected 
its lien in the manner povided in the Ken- 
tucky statute. At the time of furnishing 
the materials and for some time prior 
thereto such farm had been the homestead 
of the bankrupt. Held that, in: Kentucky, 
a mechanic’s lien has priority over a home- 
stead exemption where nothing more ap- 
pears than what has thus been stated. /n 
the Matter of Lyon. U. S. Dist. Ct. 
Eastern Dist. Kentucky. Decided July 
15, 1929. 


* * * 


BANKRUPTCY. Chattel 
Preference Under Statute. 

Referee in bankruptcy denied petitioner’s 
request for a preference on a chattel mort- 
gage held by petitioner. The reason for 
the denial was that the mortgage had ex- 
pired and had not been renewed within 
ninety days. Held that the Illinois stat- 
ute clearly implied that at the expiration 
of ninety days after maturity of the ob- 
ligation secured by the chattel mortgage, 
if there has been no extension of same, the 
lien becomes void as to creditors. The 
renewal after the ninety days constituted a 
new mortgage as to creditors, and was not 
entitled to preference. Jn the Matter of 
Seeber. U.S. Dist. Ct. Eastern Dist. Til. 


x * * 


Banks and Banking 
BANKS AND BANKING. 
able Instruments. Collection. 
Defendant deposited a check with the 
Comstock Bank, and received a credit 
therefore. The Comstock Bank sent the 
check to the Moorhead Bank for collec- 
tion and credit, and the Moorhead Bank 
sent it to another. Payment was then 
stopped and the check came back to the 
Moorhead Bank, but it could not return 


Mortgage. 


Negoti- 





Court Decisions and Washington Notes 


it to the Comstock Bank because that in- 
stitution had failed. Moorhead Bank also 
failed, and*its receiver brings this action 
upon the “theory that when defendant de- 
posited the check with the Comstock Bank 
he parted with title to it, in consideration 
of being credited with the amount of it at 
the time of deposit, and that plaintiff, as 
owner of the check, is entitled to hold de- 
fendant. Held that under Chap. 138, Laws 
of Minnesota 1927, there was a conclusive 
presumption that the Comstock Bank was 
only the depositor’s collecting agent, that 
the relation of debtor and. creditor never 
existed between it and defendant, and that 
it never owned the check in question. 
Therefore plaintiff never was more than 
an agent for the Comstock Bank. Upon 
its failure to collect, the Comstock Bank’s 
account with it was restored to the same 
condition which it would have been in, had 
the Moorhead Bank never credited the 
check to its account. Schram vs. Aske- 


gaard. U. S. Dist. Ct. Dist. Minnesota 
6th Div. Decided August 16, 1929. 

~ . ~ 

Commerce 


COMMERCE. Unfair Competition. Use 
of Word “Standard”. 

Plaintiff sues to enjoin the use of the 
word “Standard” in the name and style 
Standard Service Station, under which the 
defendant carries on a competitive busi- 
ness. After defendant ceased to deal in 
gasoline and oils of plaintiff’s production, 
plaintiff demanded of defendant that he 
remove his signs and other indices alleged 
to be in simulation of plaintiff’s business. 
Defendant refused. Held that if plaintiff 
by more than thirty years’ use of the word 
Standard has caused this word to be lifted 
from the public domain and to be applied 
and understood in the oil business as des- 
ignating its business, and its gasoline and 
oils, then no one has the right to use this 
word in such wise as to cause confusion 
among customers. There is no better evi- 
dence of such probability of confusion than 
the mere fact that more than a hundred 
persons have been confused and led to 
visit defendant’s station and there attempt 
to buy the products of plaintiff. Injunction 
should issue. Standard Oil Co. vs. Michie. 
U. S. Dist. Ct. Eastern Dist. Missouri. 
Decided July 2, 1929. 


* * * 


COMMERCE. Trusts and Monopolies. 
Production of Papers. 

Federal Trade Commission may not de- 
mand the production of the books, etc., of 
one who is merely suspected of violating 
the anti-trust laws. Federal Trade Com- 
mission vs. Smith et al. (D. C. N. Y. 
July 18, 1929.) 

x 


* * 


Federal Taxation 


INCOME TAX. Payment by an em- 
ployer of the income taxes assessable 
against an employee constitutes additional 
assessable income to such employee. Old 
Colony Trust Co., et al. vs. Commission of 
Internal Revenue. (C. C. A. Ist, July 
8, 1929). 

” * * 


Notes 
NOTES. 

Held that payment of a negotiable note 
before the maturity to any one other than 
the holder thereof, or his duly authorized 
agent to receive such payment, is at the 
risk of the payer. Keig v. Lawson, et al. 
Sup. Ct. Okla. Decided, June 18, 1929. 
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WASHINGTON NOTE 


These notes are supplied by G 
C. Shinn, attorney-at-law, 1 
Building, Washington, D. C. 












Restaurant Bankruptcies 


The Department of Commerce annou. 
ces that the Department, at the 
and with the co-operation of the N; 
Restaurant Association, is making a pre. 
liminary survey of bankruptcies im fh 
restaurant industry. Kansas City, ja 
selected by the Association as a represen. 
tative city for such a study. Informatig 
will be sought on the business 
rate in the restaurant trade, the extent o 
business failures, and the annual losses jn. 
volved to various classes of creditors. 


* * * 

f 
Retail Credit Survey re 
The Department of Commerce is hay. | ?'5° 
ing an unusual demand for the prelimin. | * ° 
ary report of the National Retail Cred } other 
Survey, recently issued by the Domestic thing 

Commerce Division. A reprint of twenty 
thousand copies has been found necessary, | '2*?: 
Copies are available free from th} ¥@™< 
Domestic Commerce Division of th} 2 
Bureau of Foreign and Domestic Com | #4 
merce, Washington. a pl 
oe & & the « 


British Banking System 


The relationship of the Bank of England 
to the London money market is a subject 
not generally understood in the United 
States. The Department of Commerce an- 
nounces the issuing of Trade Information 
Bulletin No. 636, which contains a dis- 
cussion of this relationship, as contained 
in a report prepared by Dr. Frederic E. 

. American Trade Commissioner in 
London 

One section of the study describes the 
methods of financing the industries of 
Great Britain, the cottort textile industry 
being used as a typical example. In con- 
nection with his discussion of foreign 
trade financing of Great Britain, Dr. Lee 
describes the export credits insurance plan 
operated through a special section of the 


Department of Overseas Trade. the 
description is of particular interest to | 
American exporters. <i 
Conies of the report may be had from f ? 
the Department of Commerce or from the — 
Superintendent of Documents, Washing- be 
ton, at ten cents a copy. ar 
* * *& ‘ 

1 

Commerce Year Book, 1929 ct 

The Department of Commerce recently § + 
announced the publication of Volume Io § 4 
the Commerce Year Book for 1929. s 


book is an invaluable source of reference 
for business men, bankers, economists, 
students. 

Volume I deals with the United States, 
its Territories, and Possessions. olume 
II, which will be published this month, 
will cover foreign countries. 

The publication costs $1.00, and may be 
had upon application to either the Depart 
ment of Commerce or the Superintendent 
of Documents, Washington. 

* * * 


Taxpayers With Two Businesses 


The General Counsel of the Bureau. of 
Internal Revenue recently gave an opinion 





iterest to 


had from 
- from the 
Washing- 


OCTOBER, 1929 


pr eae 


under the Revenue Act of 1926, involving 
treatment of income tax returns where one 
person is engaged in two businesses, in 
one of which a loss is sustained, and in the 
other a profit. The opinion, among other 
things, states : 

“The contention is made that where a 
taxpayer has more than one business in 
which both his personal services and capi- 
tal are material income- -producing factors 
and he sustains a loss in one and derives 
a profit from the other, the profit from 
the one should be reduced by the loss sus- 
tained in the other in order to determine 
the net amount of profit attributable to 
his businesses in which both his personal 
services and capital are material income- 
producing factors. It is not believed that 
this contention is sound.” 

“An individual may engage in one busi- 
ness with separate departments or in sev- 
eral different businesses which are in no 
way related except by a common owner- 
ship. If each separate business in which a 
taxpayer is engaged is one in which both 
personal services and capital are material 
income-producing factors and the tax- 
payer actually renders substantial personal 
services in the conduct of each business, 
2 per cent. of the taxpayer’s net profit 
from each business shall be treated as 
compensation for the personal services 
actually rendered by the taxpayer under 
the provisions of section 209 (a) 1 A 
loss 1 an one business in which both personal 
services and capital are material income- 
producing factors is not a deduction in 
computing the net profit from another 
business in which both personal services 
and capital are material income-produc- 
ing factors ; neither is the loss a deduc- 
tion which is properly allocable to or 
chargeable against earned income. Such 
a loss is not allocable to or chargeable 
against any particular item of income any 
more than a loss by fire of the residence 
of a taxpayer and a charitable contribu- 
tion are deductions properly allocable to 
or chargeable against a particular item of 
income. Such items of deductions are 
chargeable against total income.’ 

“The fact that the taxpayer gets noth- 
ing for his services in a business which re- 
sults in a loss should not operate to re- 
duce the amount of the compensation for 
his services rendered to the business which 
results in a net profit. While the loss in 
one business will operate to reduce the 
taxpayer’s total net income, and thereby 
reduce the tax payable, it will not reduce 
the amount of his earned income.’ 
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CREDIT 


has made Business great— 
and Insurance 
has made Credit possible. 


Therefore the best insur- 
ance is none too good 
when so much is at stake. 


FIREMAN’S FUND 


INSURANCE COMPANY 


a leading American stock Company— 
established 1863—assets in excess of 


$39,000,000 


Departmental offices at New York, Boston, Chicago and Atlanta. 


Agents everywhere in the United States and Canada. 
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When writing to advertisers, please mention the Credit Monthly 





CREDIT MONTH 


The INDEPENDENT MERCHAN 
1S looking to You for help 


The chief cause of the independent retailer’s difficulties according to surveys of 
the businesses of several independent retailers who were experiencing difficulties 
is a lack of merchandising ability:—poor credit systems; improper selection of 
merchandise; poor accounting; weak advertising; poor buying; improper display 
of merchandise; lack of aggressiveness and courtesy. It was found that several 
concerns had been in business from 10 to 25 years and had weathered economic 
depressions but were unable to meet present day competition. 


BUSINESS SERVICE is the solution 


Creditors can save these merchants by acting mutually and co-operatively when 
first evidences of difficulty appear. Individual courses must not be pursued until 
the assets are dissipated. The debtor’s business should be carefully analyzed by 


an expert who is able to disclose the fundamental weaknesses. Such assistance 
will be welcomed by the debtor. 


THE APPROVED ADJUSTMENT BUREAUS are prepared to serve creditors 


in this important work. Skilled representatives are ready to answer your call. 


(Collection services always available) 


ADJUSTMENT BUREAUS DEPARTMENT 


National Association of Credit Men One Park Avenue, New York 
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APPROVED ADJUSTMENT BUREAUS 


as of September 1, 1929 


The services offered by each of the Bureaus listed below are indicated by symbols which appear after each listing, as follows: 


A—Assignments 


B—Bankruptcy Claims Representation 


C—Collections 


P—Personal Contact Service 


R—Receiverships 
T—Trusteeships 


Consider our Adjustment Bureaus as a part of your Credit Department. 


CALIFORNIA—Los les—Rehabilitations and 
Liquidations. Wholesalers Board of Trade, 800 
Board of Trade Bldg., F. C. DeLano, Mer. 
For Collections, see Collection Division, Los 
Angeles C (AB) 

Note: Independent Organization not controlled 
by but wholeheartedly endorsed by the National 
Association of Credit Men, and the official 
Bureau fe the Los Angeles Association of 
Credit Men. 

Los Angeles—Collections and Traveling Adjuster 

Service. Collection Division of the Los Angeles 

.A., 820-80 Board of Trade Bldg., Reid 

Fulkman, M For Rehabilitations and Liqui- 

dations, 7. Wholesalers’ Board of Trade. (CP) 
Adjustment Bureau of the Uakland 

= C 2 a, Central Bank Bldg., K. S. 
Themson, Mgr. (ABCPRT) 

San Diego—Wholesalers Board of Trade 
Credit Association, 573 sevestnes Bldg., Carl & 
Retsloff, Mgr. (ABCPRT 
San Francisco—Rehabilitations and Liquidations. 
Board of Trade of San Francisco, 444 Market 
St., G. W. Brainard, Sec’y. For Comeenens, 
see Collection Dept., San Francisco A.C.M 

T 


) 

Note: Independent Organization not controlled 
but whole-heartedly endorsed by the Na- 
tional Association of Credit Men, and the offi- 

tal Bureau of the San Francisco Association 

of Credit Men. 

San Francisco—Collections and Traveling Ad- 

juster Service. aa ao of the 

San Francisco A. C. 00-10 Oceanic Bldg., 

O. H. Walker, Mer. Mion Rehabilitations and 

Liquidations, see Board of Trade of San 

Francisco. (CP) 

COLORADO—Denver—Adjustment Bureau of the 

Rocky Mountain A. C. M. 810 F 


‘ourteenth St., 
James B. McKelvy, Mgr. (ABCPRT) 


DISTRICT OF COLARERSA-Washingten--A4- 
justment Bureau of the bet Cc. M., 
827 pemmeey Bldg., John A. Reilly, Mer. 
(ABCPRT) 

FLORIDA—Jacksonville—Credit Association of 
Northern Florida, P. O. Box 4667, W. B. Oliver, 
Mer. (ABCPRT) 

Miami—Adjustment Bureau of the Southeastern 
Credit Assn. of Florida, 27 N.W. Miami Court, 
F. G. Hathaway, Mer. (AB 


Adjustment Bureau of the The A. 
cuts _— Bldg., S. B. Owen, Mgr. 
(ABCPRT 


Re acteetn. seit Bureau of the 

pinta A. C. M., 305 Chamber of Saegnree 
Idg., C. L. Williamson, Mer. (ABC 

ee nae Bureau of oo Boise 
A. C. M., 208-9 McCarty Bldg., H. L. Streeter, 
Mgr. (ABCPRT) 

A SNOED—Cotcnne— Adherent Bureau of the 
Chicago A. C. 1400 Midland Bldg., 176 W. 
Adams St. (ABCPRT ) 

INDIANA — Evansville—Adjustment Bureau of 
the Evansville A. C. M., 607 Old National Bank 
Bidg., C. Howard Saberton, Mgr. (ABCPRT) 
Indiana: Adjustment Bureau of the In- 
dianapolis A. C. M., 507 Peoples Bank Bldg., 
Merritt Fields, Mer. (ABCPRT) 

South ant -/Abostmnent Bureau of the South 
Bend A. C. 829-30 J. M. S. Bldg., E. J. 
Payton, Mer. MABCPRI) 
10WA—Davenport—Adjustment 
Tri- a Credit Meas Assn., 
- 


tional nk Bldg., H. B. 
(ABPR 


Des iia Bureau of the Des 
Moines A. C. M., 812 Valley National Bank 
Bidg., Don E. Neiman, Mgr. (ABCPRT) 
Sioux City—Adjustment Bureau of the Inter- 
State A. M., 601 Trimble Bidg., P. A. Lucey, 
Mgr. (ABCPRT) 
KANSAS—Wichita—Adjustment pecan of the 
Wichita Association of Credit Men, 901 First 
National Bank Bldg., M. E. Garrison. Mgr. 
(ABCPRT) 


KENTUCKY—Lexington—Adjustment Bureau of 
the Lexington Association of Credit Men 
Northern Bank Bldg., E. M. McGarry, Act- 
ing Mgr. (ABCPR 
Louisville—Adjustment Bureau of the Louisville 
Association of Credit Men, 3rd Floor, Kenyon 
Bidg., S Schneider, Mgr. (ABCPRT) 
LOUISIANA—New Orleans—Adjustment Bureau 
e the New Orieane ae et Grote Mea. 

isiana a ee. Be tte, 
(ABCPRT) . — Te 

MARYLAND—Baltimore—Adjustment Bureau of 

the Baltimore Association of Credit M 301 


West Redwood Street, George J. Lochner, Mgr. 
(ABCPRT) 


Bureau of the 
1001 First Na- 
Betty, Mer. 


MASSACHUSETTS — _Bostun — Adjustment 
Bureau of the Boston Credit Men’s AseeraT} 
38 Chauncy St., J. M. Paul, Mgr. (ABCPRT) 


Spvinghald—Adj ustment Bureau of the West- 
ern ass pos of Credit Men. 616 State 
Bldg., H. E. Morton, Mgr. (ABCPRT) 


MICHIGAN—Detroit—Adjustment Bureau of the 
Detroit Association of Croats Men, 1282 First 
National Bank Bldg., L. E. Deeley, Mgr. (AB 


Grand Rapids—Adjustment Bureau of the Grand 
Rapids Association of Credit Men, 450 House- 
man Bldg., Edward De Groot, Mgr. (ABCPRT) 


MINNESOTA—Duluth—Duluth Jobbers Credit 
Bureau. Inc.. 501 Christie Bldg., E. G. Robie, 
Mer. (ABCRT) 

Minneapolis—Collections and Traveling Adjuster 
Service; Associated Creditors, Inc., -44 
Baker Arcade, J. L. Brown, Secy.-Treas. For 
Rehabilitations and Liquidations see St. Paul. 


St. Paul—Rehabilitations and Liquidations. The 
Northwestern Jobbers Credit jeawenm, 38 21 Endi- 
cott Bldg., W. C. Rodgers, Mgr. For Collec- 
tions and Traveling Adjuster Service, 
Minneapolis. (ABRT) 


MISSOURI—Kansas City—Adjustment Bureau of 

the Kansas City Association of Credit Men, 
315 Hall Bldg., C. L. Davies, Mgr. (ABCPRT) 
St. Louis—Ad justment Bureau of the St. Louis 
Association of Credit Men, 214 N. Sixth St., 
Orville Livingston, Mgr. (ABCPRT) 


MONTANA-—Billings—Adjustment Bureau of the 
Montana-Wyoming Association of Credit Men, 
Box 1184, Meredith Davies, Mgr. (ABCPRT) 
Great Falls—Adjustment Bureau of the North- 
ern-Montana Association of Credit Men, Box 
1784. Mrs. M. M. Berthelote. (ABCPT) 


NEBRASKA—Lincoln—See Omaha. 
Omaha—Adjustment Bureau of the Omaha 
Association of Credit Men. 1122 Harney St., 
G. P. Horn, Mgr. (ABCPRT) 


NEW JERSEY—Newark—Adjustment Bureau of 
the North eran Assis of Credit Men, 


17 William St., . Whitney, Mgr. (ABC 
PRT) 


NEW YORK—Buffalo—Western New York Ad- 
etmont ones ration, 705 Erie County Bank 
Bldg., L andler, Mer. (ABCPRT) 

New York City—New York Credit Men’s Ad- 
justment Bureau, Inc., Ss Fourth Ave., Henry 
S. DeVault, Mgr. (ABCPR' 


NORTH CAROLINA—Charlotte—Credit Inter- 
qeenge and Adjustment Bureau, Inc., of the 
Charlotte Ae of Credit Men, 1117 Com- 
mercial Bk. , W. H. Abernethy, Jr., Mgr. 
(ABCPRT) 


OH1IO—Cincinnati—Commercial & Industrial En- 
gineering Department of the Cincinnati Aue 
ciation of Credit Men, Temple Bar Bldg., J 
Richey, pes mg (ABCPRT) 


justment eg of the Cleveland 
Association os Credit Men, 410 Leader Bldg., 
Hugh Wells, Mgr. (ABCPRT) 
Columbus—Central Ohio Credit Inter & 
Adjustment Bureau. 244 So. Third St., J. E. 
Fagan, Mgr. (ABCPRT) 
Dayton—Collection Dept. of the Dayton A.C.M., 
629 Reibold Bldg., Tom B. Talbot, Jr., Mgr. (C) 
Toledo—Adjustment Bureau of the Toledo Asso- 
ciation of Credit Men, 136 Huron St., H. W. 
Voss, Mgr. (ABCPRT) 
Youngstown — Adjustment Bureau of the 
Youngstown teen of Credit Men, 1105 
Maboaing Bank Bldg., H. B. Doyle, Mgr. 


OKLAHOMA—Oklahoma Clip Atenas, Bu- 
reau of the Cklahoma ng ssociation of 
Men, 907 Cotton-Grain hange Bidg., E. E. 
Barbee, Mgr. (ABCPRT) 


OREGON—Portland—Adjustment Bureau of the 
Portland Association o' —— we 471 Pittock 
Block, E. W. Johnson, M g~ . Redman, Ex- 
ecutive Secretary. (ABCPRT) 


PENNSYLVANIA — Allentown — 


Valley 
Adjustment Bureau, 403 Hunsicker es a-, J 
J. Reinhard, Mgr. (ABCPRT) 


TEXAS—Dallas—North Texas 


VIRGINIA—L: 


Philadelphia—Adjustment Bureau of the Phila- 
delphia Association of Credit Men, 1502 North 
a Bidg., D. A. Longacre, Mgr. (ABC 


Pittsburgh—Adjustment & Service Bysomm: x 
The Credit Association of Western Pa., 1213 
Chamber of Commerce Bldg., H. M. Olives 
Mer. (ABCPRT) 
Altoona—Adjustment Bureau of The Credit 
Association of Western Pa., 1413 Eleventh Ave., 
Paul A. Kerin, Dist. Mgr. (ABCPRT) 

Johnstown—(Eastern Dist. Office) Adiust- 
ment Bureau of The Credit Assn. of Western 
Pa., 632 Swank Bldg., R. H. Coleman, Dist. 
Mer. (ABCPRT) 
Uniontown—Adjustment Bureau of The Credit 
Association of Western Pa., 701 Fayette Title 


& pret ee F. W. Mosier, Dist. Mgr. 
(ABCPRT) 


RHODE ISLAND—Providence—Adjustment Bu- 
reau of the Rhode 4 Sgecsiatee of Credit 
Men, 87 Weybosset St., E. Austin, Jr., Mgr. 
(ABCPRT) 


TENN ESSEE—Chattanooga—Adjustment Bureau 


of the Chattanoo Men, 
1115 Hamilton Natl Bank Bldg., J. H. Me- 
Callum, Mgr. (ABCPRT) 
Knoxville—Adjustment Bureau of the Knoxville 
eens of Credit Men, 504-14 New Sprankle 
Bldg. . E. Bibee, Mgr. (ABCPRT) 
ceaueiac aan stment Bureau of the Memphis 


Association of Credit Men, 206 Randolph Blidg., 
E. C. Correll, Mgr. (ABCPRT) 


Association of Credit 


Adjustment & 
Credit Interchange Bureau, Suite 725. Santa Fe 
Bldg., Vernor Hall, Mgr. (ABCPRT) 


El Paso—Adjustment Bureau of the Tri-State 
Association of Credit Men, 622 Caples 
James Neeson, Mgr. (ABCRT) 


Houston—Adjustment Bureau of the Houston 
Association of Credit Men, 433 First National 
PR Bldg., Morris D. Meyer, Mgr. 


San Antonio—San Antonio Wholesale Credit 


Men’s pamatanent Bureau, 313 Alamo National 


Bank Bidg., Henry A. Hirschberg, M 
(ABPRT) oo 


Lake City—Adjustment Bureau of 
the Inter-Mountain Association of Credit Men, 


1411 Walker Bank Bldg., Robert Peel, Mgr. 
(ABCPRT) 


burg—Credit Interchange and 
Adjustment Bureau of the Lynchbu y 


Associa- 
tion of Credit Men, 405 Lynch Bidg., S S. H. 


Wood, Megr., Mrs. M. A. Blair, Asst. Mgr. 
(ABCPRT) 


Richmond Credit Interchange & 
Adjustment Bureau, Inc., E bernethy, 
Mer., 303-09 Travelers Bidg. * (ABCPRT) 


ihe Seattle “A. Cy Maid Colman 1 Bureau of 


the Seattle A 314 
(ABCPRT 


Spetnee—Sosinne. acres Association, 718 
Realty Bldg., J. Meikle, Mgr. (ABCRT) 


Sheciactiaianmen Associati 
802 Tacoma Bldg., E. B. 
PRT) 


olman Bldg., Peter 
Balkema, Mgr. 


tion of Tacoma, 
Lung, Sec’y, (ABC 


WEST VIRGINIA—Clarksburg—Central W. Va. 


Credit & Adieotment Bureau, 410 Union Bank 
Bldg., U. R. Hoffman, Mgr. (ABCPRT) 
Huntington—Tri- State Credit & Adjustment 
Bureau, 1200 First Huntington National Bank 
Bidg., E. V. Townshend, Mgr. (ABCPRT) 

Charleston—(Branch Office) Tri-State Credit & 
Adjustment Bureau, 406 Capital City Bk. Bldg., 
Lee H. Henkel, Mgr. (ABCPRT) 


Wheeling—Adjustment Bureau of the Wheeling 
Association of Credit Men, 719-20 Central Union 
Bldg., E. K. Pfeil, Mgr. L. I. MacQueen, 
Exec. Megr., Pittsburgh, Pa. (ABCPRT) 


WISCONSIN—Milwaukee — 


Adjustment Bureau 

- * oe /jascciation of Credit Men, 
ayer » je . 

we. ars a * as Romer, Executive 


Green ea Bureau a the North- 
ern- Wisconsin ion of Credit 


Men, 123 N. Washington Street, e% W. Shekey, 
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CREDIT MONTHLY 


Increase the circle 
of your 
BUSINESS ABILITY 
and 
EARNING POWER 


by lengthening the RADIUS 
of your Credit Knowledge. 


The area you cover in any field of activity 
depends largely upon the radius of your 
compass. Just as a compass with a short 
radius must circumscribe a small circle so 
will the man with a short radius of credit — _—— 
knowledge generally circumscribe a small 
circle of business activities and attainments. 









When you realize that over 90% of all business today is conducted on credit you will 
recognize the basic importance of credit knowledge. “@s Whether you expect to make the 
credit profession your life work, or whether you desire credit training to increase your gen- 
eral business and executive ability, the correspondence course in Credits and Collections 
offered by the National Institute of Credit is the most scientific and practical method avail- 
able for getting the greatest amount of credit training in the shortest time possible. @ 
The fundamental purpose of this course in‘Credits and Collections is to teach that basic 
principle of all business—the control of goods and money. “@»The credit executive isa 
business stabilizer. He is a business analyst, specialist and critic. Credit training inculcates 
in every man these values so highly essential to executive success and develops tact, adapta- 
bility and good judgment. 





Other things being equal, the man with credit 
training has a 90% advantage over the man without 
credit training. The fact that credit is the basic 
factor of all business makes credit training as neces- 
sary for any business man as a law training is neces- 
sary for a lawyer. 












Dr. Frank A. Fatt 
NATIONAL INstrruTE oF Crepit, Dept. 10 
One Park Avenue, New York City. 
Will you kindly mail me information con- 
cerning the following courses: (Check 
course desired). 












You will want additional information on the 
National Institute of Credit’s correspondence course 
in Credits and Collections. Clip the coupon at left 
and mail it to the 










“Basic Economics” [_] 
“Credits and Collections” [] 


Name ... 


SE ae NATIONAL INSTITUTE OF CREDIT 
Firm ........ | : One Park Avenue New York, N. Y. 


writing to advertisers, please mention the Credit Monthly 















When 





FIRE hazard in any building is dangerous. 
A there is added seriousness to fire 

hazards in hospitals, orphanages, insane 
asylums and buildings of similar occupancy 
because of the great loss of life which might 
occur as the result of the inability of many of 
the patients and inmates to take care of them- 
selves in case of fire. 


The White Fireman long ago recognized the 
vital necessity of improving conditions in such 
buildings. For more than twenty years he has 
devoted special attention to hospital protection. 


He has analyzed the conditions which have 
been responsible for practically every hospital 
disaster in the United States and Canada, 
and has caused wide circulation to be given to 
the reports of his findings to the end that 
similar conditions might be guarded against. 
He has inspected hundreds of hospital buildings 
with a view to determining how they might be 
made safer. Upon his recommendations, hospi- 
tals have installed better fire protection equip- 
ment, have equipped buildings or vital parts of 
buildings with sprinklers, have provided adequate 
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HO is the White Fireman? He is used in this 

advertising to symbolize loss-prevention engi- 
neering service—a nation-wide service, supported by 
insurance companies, having for its purpose the 
reduction of loss-hazards. Consultation on proposed 
structures, inspection of property, testing of materials 
and equipment, and many other kinds of technical 
assistance comprise the work of this service. Ask 
your North America Agent. 

“ w © 

North America Agents are listed in the Insurance 
sections of classified telephone directories under 
“INSURANCE CO. OF NORTH AMERICA.” 


Insurance Company of 
North America 


PHILADELPHIA 


and 
Indemnity Ins. Co. of 
North America 


write practically every form of insurance except life 
The Oldest American Fire and Marine Insurance Company— Founded 1792 


Property Owners may Secure Loss-prevention Ser 
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exits, have inaugurated systems of fire drills, have 
provided safer storage for the dangerous nitre. 
cellulose X-ray film and chemicals, have adopt- 
ed the use of safety film of cellulose acetate 
stock for X-ray purposes, and have taken many 
other important measures looking to the greater 
protection of life. 


Were it not for the fact that so many hospitals 
and institutions have followed the advice of the 
White Fireman it is probable that catastrophes 
in which fire deals death to helpless people 
would occur with greater frequency. 


vice through Responsible Insurance Agents or Brokers 
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Te modern dam impounds its great ré- 
serves to maintain a fair distribution of water, 
and is a vital*factor in flood control. It gives 
security to agwide area. 


The insurance’ company maintains its re- 


serves for the just payment of indemnity and 
for the security of the property placed in 


Roosevelt Dam, Ariz.” Ewinc cattoway, ff its care. 


Look for the Red Royal shield on an in- 


surance policy—it means security first. 


INSURANCE COMPANY LTD) 


DEPARTMENTAL OFFICES 


_ NEW YORK ATLANTA, GA. BOSTON, MASS: CHICAGO, - ILL. SAN FRANCISCO, CALi~ 
William Mackintosh, Mgr. Ss. Y. Tupper, Mer. Field & Cowles, Mars. Elwin W. Law, Mer. H. R. Burke, Mgr. ; 





